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| AN ADIRONDACK VIEW 
ACCOUNTS 


High I. Q. Hello, yourself! It’s pro 
RECEIVABLE address accountants in this manner. e 


WW II an L.Q. test of all enlistees in Chic 










LOANS showed that accountants had the higl 
: : I.Q. of any occupation. (There should be 
A unique Service for those of plaque to this effect in John Carey's offg 









your clients who can profitably In a college psychology class our profe 
dditi } Workine Canitel admitted that his wife had to be the fanj 
use additiona orking Uapita chauffeur. When he drove the car, soy 


in their business current case or problem would begin to gij 
in his thinking machine and lo—the ¢ 
Oreiiierrn would head for the sidewalk. 
. Just recently some magazine, or newspape 
LOWEST RATES - or radio talker, reported, that current studj 
2 ‘ showed that people with a low LQ. we 
* NON-NOTIFICATION better drivers than people with a high nh 
The high I.Q. people had much to thin 
orien about—and had an automatic shift in thei < 
thinker. This resulted in a diversion of a 
. tention from driving—and accidents. The 
Service Factors Company So here is the warning to all of you; y 
: ; sae fortr 
must either let the wife or kids drive, 
450 7th Avenue M. Jolles reduce your I.Q.—and that is really a prob 
New York City La 4-7661-2 lem, not covered in the JRC or the Account prod 
? ants Handbook. 


Leonarp Houcurton, CPA 
Saranac Lake Branch of 


the “Adirondack Chapter} 


serving your clients over 20 years 




















your client if he can compete “cash wise’ when replacement time comes for 
things that wear out. Urge him to balance out that depreciation factor by - 
saving a specific sum regularly each month, quarter, or year. 


The longer he continues the higher his rate of return: In four years his money 
will have earned 3%-+-14% per year; in seven and one half years 3%-+-1/2%; 
in ten and one half years 3%+-34%; and in thirteen and one half years Per Year from 


3%+1%. Corporate accounts welcome. fely 1, °% 
Funds received by 
These are examples of NINTH FEDERAL’S “SAVINGS-+-PLUS” features. There the 10th of the 


month earn 3% divir 
are 13 of them, all explained in Free Booklet CP-7. dends from the Ist. 


ACCOUNTS — rvircssosnnn NINTH FEDERAL SAVINGS 


nsuzeoto "AND LOAN ASSOCIATION (WH) Ma 


sno TIMES SQUARE: 1457 Broadway UNITED NATIONS PLAZA at 45th St. BURNSIDE at WALTON AVES.,B 
$75 000,000 Hours: kd ee Hours: 9 to 3; Wednesday, 9to7 Hours: 9 to 2 eee oe 
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The exclusive high-fidelity process by which TRANSFACE translucent master 
ri forms are printed assures incredibly sharp, clean copies. The secret is that 
a poi) TRANSFACE master forms are printed on both sides in absolute register, 
{cco} producing a dense and w/tra opaque image. 


N, CP4 Come to TRANSFACE for: 


ich of 


hapter. T A X F @ ] 2 M S 


Federal and State approved translucent origi- 
nals; available as collated sets, folders, flats 
and individual pages; columnar work sheets, 
schedule sheets and newly designed financial 
statements also profit and loss work sheets. 


TAX RULINGS 


Up-to-date information and’ instructions. 


ANALYSIS PADS 
With reproducible or non-reproducible rules. 


CUSTOM DESIGNED FORMS 


For every. accounting and office system. 


Ou; yo 




















db 
| tM You won't believe the difference TRANSFACE 
est makes until you see! We'll gladly send you sample 


forms to test for yourself on your Ozalid, Bruning 
or other direct print copy machine. Write or 
Phone us. 


TAT SFACE PROCESS COMPANY 


sRON ORIGINATORS of two-sided printed translucent masters 

08 | 170 VARICK STREET, NEW YORK 13, N. Y. © Phone WAtkins 4-5985 
Vestern Distributor—TRANSLUCENT Forms Co. ® 1539 Fourth St., San Rafael, Calif., GLenwood 4-9725 
Distributors in Principal Cities 
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Financing 


santero 
UP TO 9Q 
ACCOUNTS ia 
RECEIVABLE 
(Non Notification, J 


INVENTORY LOANS 
3 YEAR CHATTEL MORTGAGES 


Forwarders Protected 


JOHAR FACTORS 


101 W. 31 St., New York 1, N. Y. 
BRyant 9-1778 








BLADES & MACAULAY 
INSURANCE ADVISERS 


& 


Complete Surveys of 
Corporate Insurance Affairs 
No Insurance Sold 


744 BROAD STREET NEWARK 2,N. J. 
Established 1926 











APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 


STANDARD APPRAISAL COMPANY 






PITTSBURGH © 6 CHURCH STREET ATLANTA 
BaiLADELPRIA) NEW YORK, N.Y. gr. fours 














630 When writing to advertiser kindly mention THE NEW YORK CERTIFIED PUBLIC ACCOUNTANT. 





Professional Calendar Cc 





Binghamton Chapter 


November 20, Monthly meeting and technig 
session on “Problems of Perpetuating 
Small Business Entity”; speaker-—Llewel; 
L. Rogers, C.P.A. (Mark Twain Ho 
Elmira). 

December 11, Monthly meeting and techni 
session on federal income taxes to be py 
sented by the Society's Federal Taxatiy 
Committee (Carlton Hotel, Binghamton), 


el 





Nassau-Suffolk Chapter 
November 20, Meeting with local banke 
(Garden City Hotel). 
December 8, Tax meeting (Southward } 
Club, Bayshore). 


Richmond Chapter 
November 28, Meeting on federal incon 
taxes to be presented by the Society's Fei 
eral Taxation Committee (Meurot Club, 
George). 





Syracuse Chapter 

November 7, Panel meeting on Federal Ta 
ation with participation by members of ti 
Society’s Federal Taxation Committee (I 
tel Syracuse, Syracuse). 

December 13, Meeting with bankers on “M 
tual Problems of Bankers and CPAs’ 
speaker— Jerome J. Styker (Universit 
Club, Syracuse). 





New York City 

November 8, Technical session, Committee « 
Stock Brokerage Accounting (Engineeriy 
Societies Building). 

November 13, General meeting; Discussion ( 
Commission’s Report on Standards of Edu 
cation and Experience for Certified Publit 
Accountants (Palm Terrace, Hotel Roos} 
velt). 

November 19, Technical session, Committe 
on Banks and Savings Institutions Account 
ing (Engineering Societies Building). 

November 29, Technical session, Committe] 
on State Taxation, Other Than New Yor 
(Engineering Societies Building). 

December 5, General meeting; _ featured 
speaker—Dr. Marcus Nadler (Hotel Roos 
velt). | 

Se 
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lating 509 Fifth Avenue 
“Llewel gency New York 17, N. Y. 
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MUrray Hill 7-3250 DIRECTED BY A C.P.A. 
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ral Tay 
rs of tl 
tee (H e e 
af Major Medical 
CPAs” 
niversit 
EXPENSE INSURANCE 
ittee | XT . ° Bale 
me ¢ Now available at favorable rates to eligible members of the New York 
State Society of Certified Public Accountants. 

a ¢ Dependents of members insured for Hospital and Surgical benefits 
Dhl may also be included for the Major Medical Expense feature. 

Publ M4 J Pp 

Roos Pe ‘ 

¥ ¢ Brochures describing the many outstanding features of the N. Y. 
mittee Society’s official Group Accident & Sickness Insurance Plan available 
ccountf on request from 
). 
nmittee 
Ya HERBERT L. JAMISON & CO. 
saturell Brokers for Society’s Group Insurance Plan 
Roos? 270 MADISON AVENUE, NEW YORK 16 ® MUrRray HILt 9-1104 
mbm 
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‘Win 


Accountants 


& Auditors 
Agency 


15 East 40th Street 
New York 17, N. Y. 
MUrray Hill 3-0290 


The 

Employment Agency 
Exclusively for 
Accounting 


Personnel 


Certified Public Accountants 
Senior Accountants 
Junior Accountants 
Supervising Seniors 
Cost Accountants 
Internal Auditors 
Payroll Auditors 
Accounting Clerks 
Tax Accountants 
Budget Directors 
Field Auditors 
Systems Men 
Controllers 
Treasurers 












BUSIN 
BUSINESS AND PERSONNE 
OPPORTUNITIES 


Help Wanted: 
Situations Wanted: 


ccount 
° pxperien 
20¢ a word, minimum $5, a 
10¢ a word, minimum $29) 
arian ee : : jng par 
Business Opportunities: 15¢ a word, minimum $3.0 Paw Yo 
Box number, if used, counts as three words, P.A., | 
Closing Date—15th of month preceding date opackgrol 
publication. ence for 
corre ———pr with 
HELP WANTED New Yo 
abba tes 
7 ean, 2 
N.Y.C. C.P.A. public accounting firm hagirm des 
opening with partnership possibilities for ex}itioner 
perienced senior, age 35-45. Replies will b¥ew Yo 
held confidential pending interview. Bop A. 
1053, New York C.P.A. whee” 


Long established medium sized firm in RochPet S€¢ 
ester, N. Y. has openings for senior and welpurdenes 
advanced semi-senior accountants. Write jprowth 
strictest confidence; no inquiries will be mad¢. ork C. 
until permitted by applicant. Please give ful 
information regarding education, experience)-——— 
employment, etc. in first letter. Box 1054-P.A., ; 
New York C.P.A. ull phas 


: : , institutic 
Part-time, per diem, tax period, approx.) ; 
ais, Inv 


eight days month, closing and tax work salons 
Real Estate experience preferred. State eth nk C] 
perience, availability, compensation. Boy 3 
1061, New York C.P.A. 


BUSINESS OPPORTUNITIES Accounti 
‘Bookke 


Mail and Telephone Service: Desk providedl30 W. < 
for interviewing. $6.00 per month, Director: pA — 
Listing. Modern Business Service, 505 Fifthyyperien 
Avenue (42nd Street). eeks pe 


Attention Mr. Accountant [-P.A. 
LARGER FACILITIES and BETTER | xperien 
EQUIPPED THAN EVER TO HANDLE _ jpable ; 
YOUR TYPING PROBLEMS! ! TAX | mewor 
RETURNS REPRODUCED in Form | \maica 
Acceptable by Federal and State. REPORT. ‘pq - 
TYPED accurately and attractively! TE ie 


Thoroughly checked. LILLIAN SAPADIN, %<f!len' 












































501 Fifth Avenue, MUrray Hill 2-5346. tego 
INVESTMENT INFORMATION | PA, 
JUSTIN JACOBS audits, k 

Digby 4-7140 ing, avail 

New Yor 

Statistical Typing Experien 


IBM TYPOGRAPHY, Offset Printing, Git-peports, 
sham’s, 480 Lexington Avenue, N. Y. 1789779, 
PLaza 5-6432. CP.A. as 


Office for Rent, Lindenhurst, L. I. Rare op- basis, F 
portunity for C.P.A. Beautiful offices in Shop: New Yor 
ping Center, 800 car parking. Call Karp—CPA, | 
TUrner 8-1683. with sma 


; ; monthly. 
C.P.A. will shortly have available for leaseljo, 1959 


1 or 2 rooms, 475 Fifth Avenue suite. He 
will be only other occupant. Desires to share 
services of present excellent secretary-statis- CPA. s 
tical typist. Potential future partnership if public ex 
desired. Box 1050, New York C.P.A. able for 


—_—— work, Bc 























(Continued on page 633) 
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} BUSINESS OPPORTUNITIES (Cont'd) 


(Continued from page 632) 


NEL is 
ccountant, C.P.A., Society member, wide 
xperience, capable managing practice over- 
1m $5.00yrdened accountant desires association offer- 
1m $20)'ng partnership. Can relocate. Box 1051, 
um $3.0} %aw York C.P.A. 
vords, | P.A,, N. Y., N. J., AlA—heavy tax, systems 
date pvackground; offers substantial cash, experi- 
nce for practice, accounts or interest, with 
= po without office. Confidential. Box 1052, 


(ew York CP.A, 
small but well established Nassau County 


m hagirm desires association with individual prac- 























‘P.A., age 36, top-level senior, 14 years 
eavy diversified experience, partnership cali- 
» Rocher seeks to become associated with over- 
urdened practitioner or firm with potential 





nig rowth to partnership status. Box 1062, New 
e madpork_C.P. hea! 
ive ful SITUATIONS WANTED 





.P.A., age 40, 20 years public experience in 
ll phases of accounting, with emphasis on 
“Institutions, nonprofits, fund raising, hospi- 
4pProxtais, investments, funds, real estate. Seeking 


Work art-time or per diem work. Box 1048, New 
at patork C.P.A. 


Immediately Available 
Accounting & Bookkeeping Personnel 
‘Bookkeepers & Accountants Agency” 
30 W. 42 St., N.Y.C.—Call LOngacre 4-1740. 









‘ ..P.A.—Attorney, Society member, eight years 

D Fifthxperience, including heavy tax experience, 
leeks per diem work. Box 1049, New York 
1.P.A. 


xperienced Statistical Typist, who is rapid, 











DLE | ipable and efficient, Queens resident, desires 

X mework. Phone mornings or _ evenings, 
imaica 3-1350. 

PORT ‘P.A. seeks per diem work with accountants. 

IN xcellent background, available 2-3 days per 

_ ek or can arrange schedule. Box 1055, 


_\lew York C.P.A. 

|.P.A. age 36, expert small and medium 
audits, knowledge cost and machine account- 
ing, available 1 to 5 days a month. Box 1056, 
New York C.P.A. 

_ Experienced typing all tax forms, financial 
g, Githeports, Pick up and prompt delivery. BO 
Y. Wore, 

CP.A. assist your tax department, per diem 
are op-/’sis: Former Revenue Agent. Box 1058, 


1 Shop}\ew York C.P.A. 




















Karp— CP.A., Society member, seeks association 
with small or medium sized firm to 10 days 
monthly. Audits, taxes. Bureau experience. 


r -— Box 1059, New York C.P.A. 


“res ; Part-Time 

y-statis CPA. Society member, 15 years diversified 
ship if public experience. Small own practice, avail- 
: able for part-time arrangement or per diem 


—_——Jwork. Box 1060, New York C.P.A. 
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NEED HELP? 

















Wm. Schnuer, BBA, MBA 


Licensee 


FIFTEEN YEARS 


of 
DEPENDABLE 
SERVICE 
to 


ACCOUNTANTS 


and 

e¢ COMPTROLLERS e BOOKKEEPERS 

¢ OFFICE MANAGERS Full Charge 

e ACCOUNTANTS Assistants 
C.P.A.’s e SECRETARIES 
Seniors, Semi-Srs. 1° STENOGRAPHERS 
Juniors e TYPISTS 

e EXECUTIVES e CLERKS 


PROMPT SERVICE 


Wm. Schnuer 
Licensee 


Shirley Schnver 
Licensee 


OD 


EMPLOYMENT AGENCY 
220 W. 42nd St. © New York 36 
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BOOK REVIEWS 








Operating Results of Limited Price 
Variety Chains in 1955 


By David Carson. Bul. No. 146, Division 
oF ResearcH, Harvarp Business SCHOOL, 
Soldiers Field, Boston 63, Mass., 1956. 
Pages: vi + 38; $2.00. 


Self-Service in Variety Stores 
By Lawrence R. Robinson and Eleanor G. 
May. Bul. No. 147, Diviston or RESEARCH, 
Harvarp Business Scuoot, Soldiers Field, 
Boston 63, Mass., 1956. Pages: vii + 52; 
$3.00. 


Bulletin No. 146 is the twenty-fifth in a 
series of reports on the sales, margins, ex- 
penses and other statistical data relating to 
limited price variety chains. It combines and 
analyzes data received from 44 chains operat- 
ing 5,885 stores and doing approximately 85% 
of this type of business. In addition to 18 
tables and 4 charts there is Mr. Carson’s ex- 
cellent textual analysis. In Section I of the 
report the data in its various aspects is sum- 
marized; in Section II the yardsticks are 
tabulated. Coupled with the succeeding bul- 
letin No. 147 dealing with aspects of self- 
service in variety stores, we have two essen- 
tial references for all interested in the variety 
chain field. 

Leonarp Price 
New York, N. Y. 


Encyclopedia of Accounting Systems, 
Volume I ’ 


By Robert I. Williams and Lillian Doris. 
Prentice-Hatt, Inc., Englewood Cliffs, 
N. J., 1956. Pages: viii + 391; $12.50. 


This book is Volume I of a five-volume 
series. The purpose of this encyclopedia is 
to furnish practicing accountants with the de- 
tails of the accounting procedures peculiar 
to a variety of businesses. It is presumed 
that the reader is familiar with the funda- 
mentals of accounting, and with the manual 
and machine methods commonly used in an 
accounting office. No attempt has been made 
to cover the usual accounting procedures for 
handling cash, accounts receivable, accounts 
payable and payroll, or for maintaining in- 
ternal check and control. 

The editors have tried to assure a uniform 
development of the accounting system for 
each type of business by listing the topics to 
be considered by the contributing expert in 
the field. This list included such topics as: 
characteristics, organization, objectives, classi- 
fication of accounts, peculiarities of proce- 
dures, cost system, time and payroll system, 
depreciation records, reports to management, 
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time-saving devices, and modification of the 
system for small business firms. 

Although this outline and objective seems 
ideal in arrangement and planning, the re. 
sults of its use were somewhat dependent 
upon the interest and experience of the spe. 
cialist preparing the material on the particu. 
lar accounting system. Therefore, the rela. 
tive emphasis placed on each topic in the 
outline varied with each contributor. 

The following types of business firms were 
covered in Volume I of this series: advertis. 
ing agencies, airports, architects, automobile 
repair shops, bakeries, building contractors, 
bottlers of carbonated beverages, cement pro- 
ducers, manufacturers of children dresses, 
churches, commercial banks, commercial f- 
nance companies, and cotton goods converters 
—thirteen in all. These, from the viewpoint 
of the editors, are fairly representative of a 
certain segment of American business activity, 
Many readers may not agree with this choice 
of types. Nevertheless, it must be admitted 
that the editors have been reasonable in their 
selection. 

No professional publication is ever without 
some areas in which changes, improvements 
or criticism can be made. This volume is no 
exception. It was rather difficult for the 
reader to reconcile the amount of space de- 
voted to some business types. For example, 
in the discussion on Accounting System for 
Churches, thirty-two pages were required, 
whereas in the more involved situations of 
Automobile Repair Shops, only twelve pages 
were required, and for Cement Producers, 
only seventeen. Furthermore, in the discus- 
sion on Advertising Agencies, thirteen pages 
were devoted to the Chart of Accounts which 
included, for each account, a rather ele- 
mentary discussion of the nature of the 
charges and credits, whereas the comparable 
discussion of charts of accounts for Commer- 
cial Banks and for Commercial Finance Com- 
panies required two and three pages, respec- 
tively. Although many of the _ illustrative 
forms and reports are shown with representa- 
tive figures, some of those shown blank might 
have been more helpful if representative 
figures had also been reflected. 

In spite of these minor shortcomings, the 
reviewer feels that this volume, and no doubt 
the other four still to be issued, should be 
part of the professional library of every prac- 
ticing public accountant. It represents a 
welcome addition to the up-to-date literature 
in the professional field of accountancy. 


Joun J. W. Neuner 


Bernard M. Baruch School of Business and 
Public Administration, 


The City College of New York 


November 
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Boss saves eal the cost! 





Wiattonal s adding machine .. . 


live Keyboard* with keytouch adjustable to each operator! 





Saves up to 50% hand motion—and effort! Never before 
have so many time-and-effort-saving features been placed 
on one adding machine. 


Every key operates the motor—so you can.now forget the 
motor bar. No more of those back-and-forth hand motions! 


Keys are instantly adjustable to each operator’s touch! No 
wonder operators are so enthusiastic about it. They do 
their work faster with up to 50% /ess effort! 


“Live” Keyboard with Adjustable Keytouch p/us 8 other 
time-saving features are combined only on the amazing 
National Adding Machine! 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 


989 OFFICES IN 94 COUNTRIES 


A National Adding Machine 
pays for itself with the time-and- 
effort it saves, continues savings 
as yearly profit. See a demon- 
stration, today, on your own 
work. Call the nearest National 
branch office or dealer. 


: =y 
TRADE MARK REG. U.S. PAT. OFF. ee 
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FOR THOSE REMARKABLE, TIME SAVING 
TRA = $ L 


roe" 1120 | 










CALL cu Po RES S 
OFFSET CORPORATION 


FEDERAL and State Translucent Tax originals—Columnar 
work sheets of unique design—schedule forms. 


TAX forms available in four different styles. Folders— 
Collated sets—Single sheets—Flat sheets. 


FINEST Two Sided printing on original makes unsurpassed 
copy prints—Superior translucent paper. 


EXTRA! Up-to-the-minute information on the latest rulings. 


We specialize in Forms 
DESIGNED and PRINTED 
to your INDIVIDUAL 
REQUIREMENTS 


Write or phone for our FREE New 1956 “Annual 
Guide for the preparation and filing of approved copy 
print tax returns” booklet and samples. 


cu RESS 


CORPORATION 
PUBLISHERS AND PRINTERS 





64 West 23rd Street, New York 10, N. Y., WAtkins 4-5730 





SPECIAL NOTICE: Bureau of Internal Revenue will 
not accept copy prints of the U.S. 941. Write for 
special information for filing copies of 941 A. 


636 When writing to advertiser kindly mention THE NEW YORK CERTIFIFD PUBLIC AccounTANT. November 


3 


| Unive 








Adelp 
Hat 


Do 


Canis 
Jar 


The ( 


Bei 
Bu 


a scr 
grant 


accou 


r9' 





ber 





( New York State Society of Certified 
Public Accountants 





“a 


| Adelphi College: 


Hans Kroeger 


University of Buffalo: 
Donald W. Hornburg 


‘Canisius College: 
James A. Stegmeier 


The City College of New York— 
Bernard M. Baruch School of 


Business and Public Administration: 
Stanley E. Baron (B.B.A.) 
Sanford Suchow (M.B.A.) 


Clarkson College of Technology: 
Arthur L. Smith, Jr. 


| Columbia University: 

John C. Burton 

} Cornell University—School of 

Hotel Administration: 
Robert Panaguilas 


Cornell University—Graduate School of 
Business and Public Administration: 


Arthur L. Thomas 


Fordham University: 
John E. Byrne 
Harpur College: 
Paul E. Benjamin 


Hofstra College: 
Hermine Deutsch 


lona College: 
Robert Semenza 
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AWARDS FOR SUPERIOR SCHOLARSHIP—1955-1956* 


Le Moyne College: 
Angelo V. Chini 


Long Island University: 
Samuel Person 


Manhattan College: 
Joseph A. Vellon 


New York University—School of 
Commerce, Accounts, and Finance: 


Hyman Weinberg 


New York University—Graduate School 
of Business Administration: 


Richard A. Nalib 


Niagara University: 


Richard A. Tschiderer 


Pace College: 
Frank P. Garnevicus 


Queens College: 
Robert Z. Shakin 


St. Bonaventure University: 
James Pallone 


St. John Fisher College: 
Robert L. Carmody 


St. John’s University: 
Robert A. Esernio 


Siena College: 
Seeber Moore 


Syracuse University: 
Joseph Piparata 


*The award consists of a key in the design of the Society’s seal appropriately engraved, 
a scroll, and a one-year subscription to “The New York Certified Public Accountant.” It is 
granted annually to the member of the graduating class who has completed the registered 
accounting curriculum with the highest honors in accounting studies. 
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Are your clients doing an expanding volume? 
DO THEY NEED MORE WORKING CAPIT 


In these days of tightening credit and higher 
taxes your client may need more cash. This cash 
is available in Accounts Receivable, which, with 


our plan of financing, can be as liquid as cash. 


Our Accounts Receivable Department, headed 
by Mr. Henry Dengel, is located at our West 
Hempstead Office, 60 Hempstead Avenue, West ne 


H d, L Is] l - 
empstead, Long Island, the telephone number CENTRAL QUARTERS 


is IVanhoe 1-9000. WEST HEMPSTEAD 
Help your client help himself 
NO ACCOUNT TOO LARGE 
or 
TOO SMALL 





the 
MAE AIDOW /BROOK 


mationcl Hhan 












WEST HEMPSTEAD OFFICE 


MEMBER BEDERAL DEPOSIT INSURANCE CORPORATION 
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The President's Page 


The Annual Meeting of the American Institute of Accountants 


This is a report on the meeting of Potter, Weldon Powell, John Peoples, 
the American Institute in Seattle the John W. Queenan, J. S. Seidman, 
last part of September. To read it in Thomas J. Green, Maurice Austin and 
November might seem to be old news Mark E. Richardson, (nine out of forty- 
but the subjects are relatively timeless, one accountants on the program). I 
many of the people are our own people addressed the Association of Certified 
and the friendly atmosphere which sur- Public Accountant Examiners on “Co- 
rounded it would be a welcome one operation between State Boards of 
yesterday, today and tomorrow. Accountancy and State CPA Societies”. 

In our own meetings we have also The meetings were superbly organ- 
dealt with the technical subjects: ized with meticulous attention to detail 
rE “Evaluation and Preservation of an Ac- and with warm, personal interest and 
TERS counting Practice” (including “Practi- attention by the Seattle accountants 
tioners Emergency Assistance”), “Spe- and their wives, so that the meetings 
cialized Accounting Problems”, “Ex- and social events ran very smoothly 
pansion of Services to Clients”, “Cur- and we felt the friendliness of the local 
rent Auditing and Reporting Problems”, people. It was also an occasion to see 
“Estate Planning”, “Cooperation be- fellow New Yorkers for I met and 
tween the Legal and Accounting Pro- talked with seventy-seven from New 





fessions” and “Federal Taxation”. York, and there may have been a few 
Two significant events occurred in I missed. 
the general meeting: the decision to One of the new subjects was the 


submit to the membership a proposal report of the Commission on Standards 
for change of the name of the Institute of Education and Experience for Certi- 
to The American Institute of Certified fied Public Accountants. Again New 
Public Accountants, and the adoption York played an important role with 
| by Council of a statement of principles seven New Yorkers out of the twenty- 
LL on regulatory legislation and a sug- four members represented on the Com- 
——} gested form of model bill. mission and two out of five on the 

Our own members played a major Executive Committee of the Commis- 
tole. The names of those who partici- sion. This report with its thorough 
pated in the programs are evidence of study of the professional practice of 
this: Thomas G. Higgins, John C. CPAs, the legal regulation of account- 
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ing, the educational facilities for CPAs, 
the experience requirements and_ the 
CPA Examination, gives a broad and 
sound background to its important 
recommendations as to goals for edu- 
cation and experience, for CPAs to 
meet the prospective needs of the public 
and the profession. 

The report of the Commission will 
be vigorously debated for a long time 
to come. There are in it partial dis- 
sents by Emanuel Saxe and J. S. Seid- 
man. However, it puts the whole sub- 
ject before us in a new and strong 
light, and wholesome controversy over 
it will result in clarification and 
advance. 


The President’s Page 


Our General Session, on the evening 
of November 13th at the Hotel Roos. 
velt in New York City, will conside 


this important, if controversial, report | 
» By Jo 
lively discussion from the floor are ey.) 
pected to make this an outstanding an{} 


A spirited panel presentation and , 


memorable event. 


We shall also try to work out plans 
to bring to the Society members th: 


best of the thoughts in the other se. { 


sions of this 69th General Meeting of 
the American Institute of Accountants, 


ArTHUR B. Foye, 


President } 


LAA 
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The CPA and His Client: 


clear that methodical planning and 
sound management in each area would 
be highly rewarding. 

“Sales” present special problems. 
Professional men properly cannot ad- 
vertise or solicit business. They must 


ening ; 
~:| A Study In Public Relati 
va, A Study In Public Relations 
port, F 
nd af By Joun L. CAREY 
e ex. 
5 and This article explores the practical problems involved in 
client relationships and suggests guides for enhancing the 
plans | | client’s trust and confidence in his accountant. 
the 
Ss | The Shoemaker’s Children 
g of : ; 
oe As the shoemaker’s children some- 
| times go without shoes, so CPAs who 
provide services to management lack 
’ elective management o: their own 
den} practices. It is easy to forget that effi- 


ciency and economy in the manage- 
ment of professional practices are as 
important as in business. 

Some of the major classifications of 
managerial responsibility in business 
are finance, production, research and 
development, sales, personnel, and pub- 
lic relations. It does not require much 
imagination to think of problems which 
accounting firms must handle under 
each of these categories, and it seems 





Joun L. Carey is Executive Direc- 
tor of the American Institute of 
Accountants. He is the author of 
the noted work, Professional Ethics 
of Public Accounting, a revised edi- 
tion of which is being published by 
the A.I.A. under the title Profes- 
Ethics of Certified Public 
Accountants. 

This article is a condensation of 
excerpts from the author’s columns 
which have appeared in The CPA, 
the monthly membership bulletin of 


sional 





the American Institute of Account- 
ants and appears as a supplementary 
section of the A.I.A. public relations 
booklet, The CPA and his Client. . 
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rely upon satisfied clients as their prin- 
cipal source of new engagements. 
Client relations, therefore, are of vital 
importance. 


The Need for a Personal Touch 


Salesmanship, as I said earlier, is a 
rather naughty word in the _profes- 
sions—and in its worst sense rightly 
so. 

But in the higher sense of influenc- 
ing others by legitimate means to re- 
ceive ideas or services, salesmanship is 
practiced by all successful professional 
men— indeed by all successful men and 
women. 

What does the clergyman do but 
selflessly sell ideas? The doctor’s bed- 
side manner often helps the patient 
without medication. Lawyers are widely 
regarded as the most effective per- 
suaders of all. 

What about CPAs’ salesmanship? 

Not much, I fear. Few CPAs seem to 
have a systematic plan for keeping in 
frequent personal touch with clients, 
displaying a continuing and _ studious 
interest in the client’s affairs, volun- 
teering appropriate suggestions, or oc- 
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casionally sending clients pertinent in- 
formation. The common routine seems 
to be to get the work done, present the 
return or report, move on to the next 
job. Even the successful CPAs inter- 
viewed in this survey confess that they 
do not pay enough attention to their 
clients—and explain this sin of omis- 
sion on the grounds that they just do 
not have enough time. Doesn’t this 
situation call for some soul searching? 
Doesn’t it suggest (1) that the practi- 
tioners may have too many clients to 
serve properly, or (2) that they are so 
occupied with lesser matters that the 
important tasks are left undone? 
Surely, the main objective is not to 
acquire as many clients as possible, but 
to serve as effectively as possible the 
clients one already has. This demands 
some means of letting the client know 
the many ways the CPA can be helpful 
to him, and this type of communication 
must be personal and it must be direct. 

Good salesmen cultivate the art of 
seeing things from the other fellow’s 
point of view. If you were your client, 
wouldn’t you like your accountant to 
pay more attention to your problems—- 
pay you the compliment of using a 
little more salesmanship? 


Two Qualities of the Professional Man 


This solicitude for the client, in fact, 
is one of the qualities possessed by 
every first-rate professional man. 

As executive officer of the Institute, 
I have been served by some top-flight 
lawyers, certified public accountants, 
and public relations counsel. Privately, 
I have been the patient of some emi- 
nent medical men. These professional 
men not only work; they worry. They 
don’t just lay reports or opinions on 
the client’s desk. They share with him 
the difficult tasks of forming judgments 
and making decisions. They show con- 
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cern for his problems by sacrificing 
their own convenience to meet his needs 
and by responding to his requests 
promptly. They think about his affairs 


continually and initiate suggestions of | 


their own, calling the client at home 
on evenings or week-ends when some. 
thing urgent happens. 

There is another quality possessed 
by well-regarded professional men: the 
quality of independence. This is not, 
as some of us may have thought, a 
monopoly of the accounting profession. 
A top-flight lawyer, though he be an 
all-out advocate, will speak firmly when 
the client is wrong. A doctor tells the 
patient what to do, not vice versa. Any 
self-respecting public relations counsel 
will not continue to serve a client who 
conceals important information from 
him or continually ignores his advice. 
As one professional consultant said, 
“We are your devoted servants, as long 
as you trust us.” While accommodat- 
ing himself to his client’s wishes within 
proper limits, the professional man in 
a showdown must be boss in the area 
where he takes responsibility. The 
strongest, most enduring professional 
relationship must be based on the un- 
spoken but ever-present thought that it 
will terminate the moment the client 
loses confidence in his adviser. 

Solicitude breeds trust. Independ- 
ence breeds confidence. These quali- 
ties, added to basic competence, can 
make a professional man almost indis- 
pensable to his client. 


The Discharge of a Trust 


This approach to an accounting prac- 
tice can be stated in another way: the 
CPA must be prepared to accept re- 
sponsibility. 

Now responsibility is a grave word. 
According to the dictionary, it means 
the state of being answerable legally 
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or morally for the discharge of a duty, 
trust or debt. 

Professional men, almost by defini- 
tion, assume inescapable responsibili- 
ties. They are answerable morally for 
the discharge of the trust that the pub- 
lic puts in them by relying on their 
technical ability, their honesty, and, 
above all, their judgment. 

A physician takes solemn responsi- 
bility in announcing his diagnosis. A 
lawyer takes a similar responsibility 
for supporting his interpretation of the 
law. And a certified public accountant, 
in signing his opinion on a financial 
statement, assumes responsibility for 
decisions involving the exercise of the 
most discriminating judgment, on which 
many people, unknown to him, may de- 
pend in risking their money. 

It seems to me that the stature of the 
accounting profession has increased in 
direct relation to the assumption of 
increased responsibilities by CPAs. 
Some efforts have been made to impose 
unfair legal responsibilities on account- 
ants, and these must be resisted. Pro- 
fessional responsibility cannot mean 
infallibility. CPAs do not profess to be 
guarantors, and have never concealed 
the limitations of accounting and 
auditing techniques. 

But the values of the moral respon- 
sibility assumed by CPAs are not yet 
as widely understood as they should be. 
Too many clients (and perhaps even 
too many CPAs) still think that the 
principal element in professional ac- 
counting service is the technical skill 
required to prepare financial state- 
ments, take inventories, make out in- 
come tax returns, and so on. Even 
in published reports of some big cor- 
porations, the CPA’s opinion is often 
given too little prominence. Yet that is 
the really important thing the client 
gets for his money—the protection of 


1956 


independent judgment, a sharing of the 
burden of moral responsibility. 


The Client’s Major Goal: Profits 


It would be asking a lot, however, to 
expect a client to be content with 
merely gaining some “peace of mind” 
through his reliance upon a_ profes- 
sional accountant. He will want more 
from accounting than that—he will 
want it to be concerned, as Mark Eaton 
said in the fiftieth anniversary issue of 
The Journal of Accountancy, with the 
production of profits. 

Too many people, in fact, think of 
auditing as a “necessary evil” to satisfy 
the demands of outsiders or as a “post 
mortem” verification of what manage- 
ment already knows. 

But an audit is, or can be, a creative 
service. It can be in itself an analyti- 
cal survey for management; an aid to 
communication with stockholders, em- 
ployees, creditors; a buttress to good 
credit standing. It can also point up 
specific management problems — the 
need to strengthen internal control, to 
analyze costs, to prepare budgets, to 
revise insurance coverage, and so on. 

An audit can be as creative as the 
people who conduct it, and a creative 
audit can easily be identified with pro- 
duction of profits. Perhaps this is not 
widely recognized because independent 
audits, unlike the physician’s examina- 
tions, have not been commonly fol- 
lowed by diagnosis and prescription. 

“Management services” by CPAs are 
widely discussed but variously defined. 
Broadly, of course, the term embraces 
everything that helps management, in- 
cluding the audit and suggestions which 
develop from it. 

Two problems often arise in efforts 
to expand CPAs services to manage- 
ment: (1) It is difficult for the CPA to 
find time to study his client’s affairs 
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and communicate his ideas to the client. 
(2) It is difficult to formalize general 
business advice in a way that justifies 
adequate compensation for the time it 
takes to devise sound recommendations. 
But neither problem is insuperable. 

No professional man in his right 
mind will jeopardize client relations by 
venturing beyond the limits of his com- 
petence. But any CPA should be able 
to raise significant questions, and if he 
cannot answer them himself, he can tell 
the client where expert, specialized ad- 
vice can be found. This, too, is man- 
agement counseling — and it identifies 
the CPA with the client’s major goal: 
the production of profits. 


The Question of Fees 


It needs to be reemphasized that the 
professional man will be unable to 
broaden his own scope or acquire gifted 
assistants unless he can obtain an ade- 
quate income. 

It is no derogation of the profes- 
sional nature of accounting to recognize 
that its practice is an economic enter- 
It must have an adequate in- 
come—or it fails. The services offered 
must command a price which will per- 
mit the payment of salaries sufficient 
to attract good staff men in a highly 
competitive market and which will 
make possible the continuing research 
and study that alone can insure a high- 
level of professional performance. 

Fees for professional accounting 
services generally should be higher. 
But what is high? What is low? 
What are clients willing to pay? Young 
practitioners are often eager to know 
what others charge; but fee studies 
made by some local societies are not 
too helpful as guides because they show 
such wide ranges of fees for similar 
work. 

The point is, of course, that knowl- 
edge and experience of the practitioner, 


prise. 
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and the value of his service to the 
client—both variable factors—are im. 
portant elements in fee setting. A 
CPA may value his time at $10,000 a 
year, and set his per diem charge ac. 
cordingly; but if some of his time is 
spent doing a junior’s work, he will not 
be wise to charge for that time at 
partners’ rates. On the other hand, 
accounting or tax service that solves 
important problems which a client can- 
not solve for himself might be valued 
by the client’s income scale, rather 
than by a predetermined per diem rate. 
In other words, the rendering of useful 
professional services is something more 
than merely selling time. 


Accounting fees are depressed in 
some areas by competitive bidding, by 
careless quotation of “estimates” with- 
out adequate information, by a custom 
of taking on “off-season” work at lower 
than normal rates. These practices en- 
courage businessmen to wunder-value 
accountants’ services—and many busi- 
nessmen are happy to oblige. 


Why do some accountants, in busy 
days like these, feel that they have to 
offer bargain rates to attract a new 
client, even if they lose money on him 
at first? Why are some accountants 
willing to depress the whole scale of 
fees in their community (a scale which 
will determine their own future earn- 
ings) by making guesses at the cost 
of auditing or accounting work when 
businessmen are “shopping around”? 
Why do some CPAs suggest that they 
are worth less in the summer than in 
the winter? The next question is likely 
to be—are they really worth that much 
in the winter? 


Commercial competitive elements like 
these ought to have no place in a pro- 
fessional practice. Each practitioner 
can command certain fees according to 
his technical skill, experience, judg- 


November 








dev 
a st 
all 

abil 
cliei 
pro: 
stat 


hav 
time 
fielc 
trai 
acct 
tion 
perl 
peo, 


19. 








usy 


1eW 
him 
ints 

of 
ich 


2ost 
hen 


hey 
| in 
cely 
uch 


like 
DTO- 
mer 
x to 
idg- 


ber 











The CPA and His Client: A Study in Public Relations 


ment and professional responsibilities 
—regardless of what other practitioners 
may charge. As I said earlier, sheer 
volume has little merit in a professional 
practice. The CPA who is known for 
the high quality of his services has 
really nothing to fear in the future 
even if a buyers’ market for accounting 
services should ever develop. The 
practitioner who dreads offending a 
potential client and accepts assign- 
ments which he is not equipped to 
handle properly is likely to be in far 
greater peril. 


The Accounting “Breakthrough” 


The proper approach to fees, the 
development of solicitude for the client, 
a sense of professional independence— 
all of these can enhance the CPA’s 
ability to render a useful service to 
clients. That, in turn, could have a 
profound impact on the professional 
status of accounting. 

The qualities of a real profession 
have been stated or implied several 
times in this discussion: a_ technical 
field requiring advanced intellectual 
training, the use of judgment, the 
acceptance of responsibility, the assump- 
tion of authority in one’s own field, and 
perhaps most of all, a desire to help 
people, a willingness to share their 


worries and aid them in making diffi- 
cult decisions. 

CPAs as a group surely qualify un- 
der this definition; but not all of them 
do. Many CPAs have not yet accepted 
in their own minds the obligation to 
assume responsibility and to exercise 
authority in their own field, or to 
assist people beyond the strict limits of 
services specifically requested. 

For centuries accounting was equated 
with bookkeeping. In this century it 
has become a real profession. 

The accounting breakthrough from 
clerical-type services to professional 
type services must be eompleted as 
quickly as possible so that the pro- 
fession as a whole, both in public prac- 
tice and in industry, will be universally 
accepted as a true profession. Only 
then will it be given the opportunity to 
serve to the full measure of its capacity. 

This happy day can be hastened by 
a conscious effort on the part of CPAs. 
They can hasten it by stressing the 
constructive elements of their work and 
by identifying their services with the 
creative activities of management such 
as organization, planning, communica- 
tion, measurement of progress. They 
can hasten it, too, by being eternally 
vigilant in seeking to improve their 
relations with that very important per- 
son: the client. 


L_A()nW 
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How to Save Gross Receipts Taxes 


By WituiaM Erk, C.P.A. 


This paper suggests several methods of minimizing the impact of the 
New York City Gross Receipts Tax. A form of worksheet, which has 


been found very useful in compiling the necessary data for this purpose, | 


is also appended. 


In 1934, New York City as part of its 
relief program, imposed an emergency 
tax of 1/20 of 1% of the gross receipts 
of a business venture. For the privilege 
year beginning July 1, 1955, as part of 
the City’s regular tax structure there 
will be imposed on subject firms, a tax 
of 14 of 1% of the gross receipts of a 
general business. Thus, there has been 
a 500% increase in the tax rate over the 
years. With these constant increases in 
tax rates, there inevitably arises in the 
minds of businessmen and their tax ad- 
visers that old familiar question, “What 
can we do to reduce our tax liability”? 


We are all well aware of the basic 
principles involved. Briefly, this tax is 
generally computed on the basis of net 
receipts for a calendar year, and is pay- 
able in full on the succeeding May 15th. 
Thus, the tax due in May, 1956, is based 
on the receipts for the calendar year 
1955, and is for the privilege period be- 





Wittram Etkin, C.P.A., is a 
member of our Society and of the 
American Institute of Accountants. 
He is now serving as Chairman of 
our Committee on Municipal and 
Local Taxation. 


Mr. Etkin is a member of the firm 
of Clarence Rainess & Co., Certified 
Public Accountants. This paper 
was presented by him at a technical 
meeting of the Society, held on May 
3, 1956, under the auspices of the 
Committee on Municipal and Local 
Taxation, at the Engineering Soci- 
eties Building. 
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ginning July 1, 1955, and ending June : 


30, 1956. 


Tonight, we will waiiiien a number of / 


different fact patterns and extract from 
them certain basic principles that can he 
applied to reducing our tax liability, 
However there are no panaceas, no 
short cuts, no “one shot” propositions 
in achieving a reduction in tax, but 
rather time must be spent in a careful 
and painstaking analysis of the receipts 
for the period involved. 


A basic principle to remember with 
regard to this tax is that we are not 
concerned with the location of the main 
office of the firm, nor with which office 
or store was billed, but rather with the 
question of where was the merchandise 
delivered! That is the $64,000 question! 
Too often in compiling the necessary 
analysis of receipts, it is based on the 
address shown on the invoices. Often 
that can be a costly mistake. It is ad- 
visable to refer to the shipping receipts 
to determine the destination of a ship- 
ment, rather than depend on an accounts 
receivable ledger sheet. Thus, if the 
main office of a chain is located in New 
York City but all the deliveries to this 
chain are made to its stores located 
outside the city, the amount of sales in- 
cludible in the tax base can be reduced 
materially if the information is correctly 
obtained. 


Only Place of Business in New York City 


In our first illustration we will con- 
sider the basic type of situation, ie, 
where a firm has only one place of bus 
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How to Save Gross Receipts Taxes 


iness, which is located in New York 
City. All its goods are shipped from 


this location. 


This case presents few problems. As 
all the activities of this type of firm are 
localized within the city, there is no 
question that it is doing business within 
the city and is therefore subject to tax. 
Obviously a reduction in tax liability 
could come about through increased 
sales to out-of-state or foreign customers 
rather than to New York State cus- 
tomers. Usually it is neither convenient 
nor possible for a firm to change its 
sales policies so as to solicit foreign and 
out-of-state sales primarily. 


However, affirmative answers to the 
following questions will reduce such a 
firm’s gross receipts tax liability. 


1. Does this firm import goods and 
make the first sale in the unbroken 
package? Such sales are not tax- 
able as they are construed as be- 
ing non-domestic. But, sales by 
the importers after the original 
package is broken or a sale by 
some other person, even in the 
original package, is subject to tax. 


2. Is the operation such as to enable 
this concern to claim the benefit 
of the optional allocation avail- 
able to a New York City manu- 
facturer? This allocation usually 
results in a reduction of taxable 
interstate receipts by 50%. This 
relief is available even if most of 
the manufacturing operations are 
farmed out to other firms and even 
if such work is done out of the 
city. Thus, even a slight process- 
ing on the part of the New York 
City firm may enable it to qualify 
under this provision of the law. 
For example, a New York City 
dress firm which only cuts the 


fabrics on its premises while the 


rest of the operation is done else- 
where (in or out of the city), 
would qualify as a New York City 
manufacturer. 
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3. Are all deductible items offset 
against receipts? 

a) Goods returned by customers? 

b) Refunds, credits or allowances 

7 customers, because of 
efective goods? 

c) Discounts allowed at the time 
of sale, where such discounts 
are given as a matter of course 
by established trade practice? 
Memorandum or consignment 
sales should only be included 
when actually consummated. 
e) Are federal and state excise 

taxes included in the sale in- 

voices? Were they deducted? 

f) Freight, delivery or other 
transportation charges should 
be deducted where the seller 
advances sums for account of 
the purchaser and they are so 
billed on the invoice. 


d) 


Effect of Direct Shipments from 

Without New York City 

In this next illustration, the firm 

maintains a general office in New York 
City from which shipments are made. 
It also makes shipments directly from 
contractors, warehouses or suppliers 
located outside of the city. 

1. The shipments made from its New 
York City offices are handled in 
the same manner as explained 
above. 

2. Those shipments made from these 
contractors, warehouses or sup- 
pliers located outside the city 
(better known as drop shipments) 
to customers located outside of 
New York City are non-taxable, 
whether such third party is located 
in or outside of New York State. 
If however, shipments from these 
sources are delivered to customers 
located in New York City, they 
are wholly taxable. If the firm’s 
customers have places of business 
both within and without New York 
City, it may be possible to make 
delivery from these outside third 
parties to the customers’ out-of- 
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city places of business. Now, they 
are non-taxable sales. 


Let us change the fact pattern slightly : 
Instead of a contractor, supplier or 
warehouse located outside the city, it is 
now the client’s own place of business. 
We therefore have a place of business 
within New York City as well as an 
out-of-city place of business. We know 
that all shipments made from this out- 
of-city plant to customers located out- 
side of New York City, are non-taxable. 
But shipments to New York City cus- 
tomers from such out-of-city places of 
business are treated differently, depend- 
ing on the plant’s location. If the plant 
is located in New York State, shipments 
to New York City customers are fully 
taxable. However, if the plant is located 
without New York State, such sales are 
allocable. Moral: When in doubt as to 
where to locate your new plant, stay 
away from New York State. 


Where the shipments into New York 
City from the out-of-city plant are sub- 
stantial, a change in corporate structure 
may result in a tax savings. Let us 
assume that the shipments from the out- 
of-city plant into New York City amount 
to $1,500,000 per annum. If the plant 
is located in New York State, there 
would be an annual gross receipts tax 
of $3,750, as such sales are fully tax- 
able. Without going into details with 
regard to the income tax problems in- 
volved, we might consider setting up the 
out-of-city plant as a separate corporate 
entity. It would then solicit business 
in the city either through a sales repre- 
sentative or through the “parent com- 
pany” acting as a selling agent. There 
would be no tax due from the out-of- 
city plant, as it would not be doing 
business within the city. and the parent 
company would pay a tax only on its 
commission income which would be neg- 
ligible in amount. In fact, this is the 
procedure followed by many large firms 
today. Needless to say when contem- 
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plating setting up such an independent 
corporation, other considerations than 
mere New York City Gross Receipts Tax 
savings must be weighed. Secondly, we 
might consider utilizing the existing 


corporate framework, but to so arrange [ 


our selling and shipping procedures, 


that wherever possible city shipments f 


from the out-of-city plant are avoided, 


Permissible New York City Activities 
Without Resulting Tax Liability 
The next illustration involves an area 

of controversy. Some of the questions 
have. already been resolved by the 
United Piece Dye Works case; others 
are still in doubt. Very briefly, the 
United Piece Dye Works case held that 
an out-of-state printing and dyeing firm 
is not subject to the New York City 
Gross Receipts tax, even though its New 
York City activities included the main- 
tenance of an office building in New 
York, where it serviced its accounts by 
advice, sales promotion, advertising and 
claim-handling. These activities were 
held to be merely incidental to its inter- 
state operations. What business activi- 
ties may a corporation engage in within 
the city limits and still escape liability 
for taxes? 

If a “pure” sales office is maintained 
where samples are displayed, there is no 
liability for gross receipts tax. But let 
us start adding to this foundation. If 
the added activity is (1) the mainte. 
nance of service representatives? No. 
(2) maintaining a bank account in a 
New York City bank? No. (3) ad- 
justment and settlement of customers’ 
claims? No. Even if a firm engaged 
in all of these above activities, it would 
not be liable. 


Apparently the basic test today in- 
volves the question of whether or not 
there is any merchandise located within 
the city limits. If there is none situated 
in the city, it appears there will not be 
any liability for tax. However, if there 
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is a bookkeeping or general office lo- 
cated in the city, even though there is no 
merchandise here, we may run _ into 
trouble. This is the border-line area. 
In determining borderline cases, the 
tax authorities have used as criteria: 
1. Where is the location of the ex- 
ecutive office? 
2. Where is the principal place of 
business located? 
3. Where are the orders accepted? 
4. Where are the meetings of the 
corporation officers and directors 


held? 


Practically, in every questionable case 
a review of these factors should be 
made. Likewise, in such a case, shift 
as many activities outside of the city 
as possible. 


Dealer in Merchandise 

Let us now consider some of the 
implications of being treated as a 
“dealer in merchandise.” If a whole- 
sale butter and egg firm does an an- 
nual volume of $1,000,000, all of which 
is sold to New York City firms, its 
tax liability will vary greatly depend- 
ing on its gross profit. If its gross 
profit is 2% or $20,000, it will pay a 
financial tax of 1% on such gross profit 
or $200, since its gross profit percent- 
age is not more than 3%. If its gross 
profit is 4% or $40,000, it will pay a 
gross receipts tax of 1/10 of 1% of 
$1,000,000 or $1,000. If however, its 
gross profit is over 5%, it will pay the 
regular tax of $2,500. Dealers in 
merchandise are dealers in certain 
fields, where the spread between the 
cost and selling price is not more than 
3% or 5%, respectively, and is anal- 
ogous to a commission. If less than 
3%, they are taxable as a financial 
business on gross income (gross profit). 
If the gross profit is more than 3% 
and not over 5%, the tax is at the rate 
of 1/10 of 1% of taxable receipts. A 
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word of caution: The foregoing privi- 
lege is limited to certain specified in- 
dustries, namely, tobacco jobbers (only 
on the sale of cigarettes and smoking 
tobacco), fruit and produce, butter and 
eggs, sugar wholesalers, meat, fish and 
poultry. There are very detailed regu- 
lations which should be obtained and 
reviewed if you have a client who might 
qualify under these provisions. 

It may be that only one department 
of a recognized business can qualify 
for this relief. Perhaps during part of 
the year, all or part of the operation 
is so conducted. In order to claim the 
benefits of these provisions, it may be 
even necessary to break up receipts on 
a lot-by-lot basis, or by certain prod- 
ucts, or by departments, or by various 
time periods. 

The firm could file on a combined 
basis, both as a financial and general 
business obtaining prior permission 
from the Bureau. 


Financial Business Tax 


A word or two about the financial 
business tax. It is a tax of 1% of 
gross income from certain services and 
transactions including factors, commis- 
sions merchants, stock exchange mem- 
bers, personal loan companies, finance 
companies, etc. When in doubt, check 
the detailed list or the Comptroller’s 
office and see if you can possibly 
qualify. 


Problems of the New Firm 


Up to now we have discussed the 
problems of an existing business. Let 
us consider some of the problems of a 
new firm. First and foremost, we 
should consider the possibility of creat- 
ing a separate business entity whose 
sole activity in New York City would 
be the solicitation of sales. In every 
instance, try to confine the activities 
in New York City to come within the 
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GROSS RECEIPTS TAX RETURN INFORMATION WORKSHEET 


NAME OF CLIENT: 





ADDRESS: 





Other locations from which goods are shipped: 





(All figures shown are to be net of returns, allowances and discounts) 


ITEM 


1. Net Sales for Calendar Year ................ 
Non-TAXABLE SALES: 








2. Shipped to customers located outside of the i 
IEE schcnddtevisceweanckaRhies $ xxx 
3. Shipped from your premises, independent 
sources of supply, or contractors located out- 
side New York City to customers located 
outside Mow York Gity..cccccccsiccccess x x x 
Total Non-Taxable Sales......... 


WHOLLY-TAXABLE SALES: 





4, Shipped from your New York City premises 

to customers in New York State .......... $ xxx 
5. Shipped from your New York State (other than 

New York City) premises to. customers in 

Pee ED ec evieiset cad vadinnnes ee 
6. Shipped from independent sources of supply or 

contractors outside of New York City to cus- 

tomers in New York City ...........0008: 22% 


Total Wholly-Taxable Sales ..... 
ALLOCABLE SALEs: 





7. Shipped from your premises located in New 
York City to customers outside New York 


DUE ssc bdbon esses eansnnmeee desi xabues $ xxx 
8. Shipped from your premises outside New York 
State to customers in New York City ....... xxx 
Total Allocable Sales ........... 


OTHER INCOME: 





9. Commissions Earned, etc. ........0.cccccces 


RECONCILIATION OF SALES 


(To be completed only if client is on a fiscal-year basis) 


(All figures shown are to be net of returns, allowances and discounts) 


Net Sales (per General Ledger) for the fiscal year: 

(a—opening date), 1954 to (b—closing date), 1955 ........ 
Less: Net Sales (per General Ledger) for the period: 

(a—opening date), 1954 to December 31, 1954 ............ 
Balance—Net Sales for the period: 

January 1, 1955 to (b—closing date), 1955 ...........000. 
Add: Net Sales (per General Ledger) for the period: 

(a—opening date), 1955 to December 31, 1955 ..........44. 


Net Sales for the calendar year 1955 (same as item 1, above) .... 
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' framework of the United Piece Dye 


Works case. 


We have formed a new business, and 
find because of circumstances that we 
will be doing business in the city. 
When and how do we become subject 
to the tax? Let us look at an extreme 
case. Suppose a corporation is organ- 
ized on February 1, 1955. It receives 
its charter from New York State, is- 
sues capital stock and makes certain 
expenditures for equipment, enters into 
a contract for the purchase of land, 
takes title, erects a one-story building 
but does not make any sales until 
February 2, 1957. Thus, although sub- 
ject to the tax for the privilege period 
ending June 30, 1955, for which the 
return would normally be due on Au- 
gust 1, 1955, no return will be due in 
this instance. For the privilege period 
ended June 30, 1956, which return is 
due on May 15, 1956, we would still not 
file a return since no receipts have as 
yet been earned. Therefore, as a gen- 
eral rule in determining the base period 
for a new business, start counting from 
the date of organization or, if a foreign 
corporation, from date that you are 
authorized to do business within the 
state rather than from the date of your 
first sale. 


There is another possible means of 
relief. Where substantially all of the 
assets of a firm are acquired by an- 
other firm as the result of a merger, 
consolidation or reorganization result- 
ing in the termination of the first busi- 
ness, the “successor” entity can use 
the gross receipts during the base 
period of the predecessor firm. Thus, 
if a partnership incorporates on Feb- 


ruary 1, 1956, the corporation will file’ 


a return on May 15, 1956, using as its 
basis the receipts of the partnership 
for the calendar year 1955. 
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Problems of a Liquidating Firm 


Let us look at the other side of the 
coin. A firm is in the process of liqui- 
dation. If it ceases activity prior to 
June 30th, it may avoid liability for 
the subsequent privilege period and 
escape paying taxes on its receipts 
from January 1 to the date of liquida- 
tion. What constitutes a liquidation 
under the act? Mere collection of ac- 
counts and notes receivable would not 
be construed as doing business nor 
would the payment of liabilities. But 
if the firm still has some fixtures left 
or some inventory left, either or both 
of which are sold or disposed of after 
June 30th, that firm is deemed to be 
doing business in the succeeding privi- 
lege period. 

When a client contemplates going 
out of business in the first half of the 
calendar year, the foregoing should be 
called to his attention and an effort 
made to avoid liability for the sales 
activity of the current calendar year 
by disposing of all saleable assets be- 
fore June 30th. 


Certain Mechanics of Preparation 

A word or two about the mechanics 
of preparation. The information we 
need for the preparation of this tax 
must be obtained from the client’s per- 
sonnel who are not aware of the many 
problems involved. It is therefore im- 
portant that a worksheet be submitted 
for completion by the client. A copy 
of a suggested worksheet is reproduced 
on page 650. You will note that it 
includes the location of the various 
places of business of the client as well 
as any other location from which goods 
are shipped. 


We have found it effective to group 
the various types of receipts by category 
as indicated. This has the tendency to 


651 








How to Save Gross Receipts Taxes 












alert the compiler as to the benefits of in the general ledger has been found 
treating an item as a non-taxable or to be helpful. 

allocable sale rather than as a fully 
taxable sale. They are more likely to 
find out what the true facts are, rather 
than to be guided by an invoice ad- 
dress, when they are alerted to possible 





* * 

In closing, I would like to point ou 
that we have merely touched on some 
of the more important parts of this tay, 
There are however many special relief 













































tax savings. provisions affecting, for example, flo. By 
rists, private hospitals or rooming 

When the firm is on a fiscal-year houses, etc. In every instance check : 

basis, a reconciliation between the the law or, if in doubt, call the Comp. P 

figures shown for the calendar year troller’s office. They always have been Q 


and the fiscal-year figures as indicated very helpful in this respect. 





in\ 
— . in 
Management Services and Tight Money Market “d 
The current tight money market imposes an additional obligation on the part of far 
accountants toward their clients, and at the same time presents an unusual opportunity to th 
extend management services. ‘ 
net 

Many businesses today enjoy good earnings and increased sales and, yet, are unable to 
obtain bank credit in the amount desired, and, in some cases, are experiencing difficulties an 
in renewing loans. As accountants, our function is to help clients place their business on a Bu 
firm financial basis and to operate profitably. In most cases, clients welcome recommenda- sio 
tions which will help accomplish these purposes. But sometimes a client may not be , 
receptive to good suggestions relating to his financial and management affairs. wit 
The client who is unreceptive to financial or management advice (and this includes the or 
man who agrees with all recommendations but will do nothing about it) is more apt to take the 
proper action when bank credit is tight and bankers must be convinced that management Co: 

is on the proper path. 

Bu 

With the high prosperity we have enjoyed since the end of the war, many businesses 

have been undercapitalized and have used bank credit in place of equity capital, such as 
should be obtained by selling stock or taking in a partner. Moreover, many businesses have Au 
grown like Topsy, with little relationship between their productive output and sales effort 1 
and their capital availability to finance production and sales. The current bank credit : 
situation may very well prove to be a blessing in disguise. unl 
In 


In one instance a client who had been very slow to accept his accountant’s advice, 
changed his attitude completely when a bank loan was near maturity. In this case, the oat 
accountant made an overall analysis of the business by establishing sales and profit goals, 
prepared an operating and capital budget, and analyzed overhead expense in relation to 


volume. The results of the accountant’s studies showed how labor costs and overhead could ne 

be reduced and unprofitable products discontinued. The accountant also made specific & 

recommendations which resulted in substantial savings in insurance. Basically, in this case, 

the accountant did little more than repeat many of the recommendations which he had pre- cc 

viously made to his client. However, the client was now in a much more receptive mood. \ 

At a conference of the banker, client and accountant regarding renewal of the loan, the M 
\ 


client told the bank credit officer of the recommendations of his accountant, to show that 
positive action was being taken to improve his financial condition. The banker was very 
much impressed with the ability and initiative of the accountant. 


The tight money market may temporarily present difficulties to borrowers, but if 
accountants take advantage of the opportunity, they can provide substantial benefits for Sc 










their clients, and at the same time establish management services as an integral part of th 

their services. M 
° I 

A professional comment from Joseph M. Landow, C.P.A, < 

{ 


Franklin Square, N. J. 
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New York City Excise Taxes— 
Administrative Procedures 
in Connection with Audits, 


Protests and Refunds 


By Harotp Ferric, C.P.A. 


This paper contains many practical and helpful suggestions for 
accountants unfamiliar with the administrative procedures in this 


area of practice. 


Because of the small amount of tax 
involved and the infrequency of audits 
in connection with New York City Ex- 
cise Taxes, many practitioners do not 
familiarize themselves sufficiently with 
the administrative procedures in con- 
nection with refunds from audits by, 
and protests to the New York City 
Bureau of Excise Taxes. This discus- 
sion is designed to help acquaint you 
with these procedures. The administra- 
tion of the Bureau of. Excise Taxes is 
the responsibility of a Special Deputy 
Comptroller, to whom all agents of the 
Bureau are responsible. 


Audits 


With the exception of the Bulk Sales 
unit, practically all audits are conducted 
in the field by field auditors. Usually, 





Harowp Fertic, C.P.A. and attor- 
ney, is a partner in the firm of Fertig 
& Sommerfield, Certified Public Ac- 
countants. He is a member of our 
Society and of its Committee on 
Municipal and Local Taxation. 


This paper was presented by Mr. 
Fertig at a technical meeting of the 
Society held on May 3, 1956, under 
the auspices of the Committee on 
Municipal and Local Taxation, at 
the Engineering Societies Building. 
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the audits cover a three-year period, or 
less if the taxpayer has been in business 
for a period less than three years. I 
will confine myself principally to the 
discussion of administrative procedures 
in connection with the sales and gross 
receipts taxes. These are the two City 
taxes with which we are most likely to 
be involved. 


In the course of his audit, the auditor 
will first verify the gross receipts. In 
connection with the examination of 
sales taxes, he will also verify the de- 
ductions, the taxes collected or required 
to be collected, the taxes paid on taxable 
purchases and payable on purchases 
from without the city. In auditing 
gross receipts taxes, in addition to the 
verification of receipts, he will concern 
himself with the determination of the 
proper allocation of receipts within and 
without the City and State of New York, 
and with the receipts claimed to he 
exempt. 


Where the taxpayer maintains ade- 
quate bookkeeping records with suffi- 
cient evidences of internal control and 
external audit, the auditor will usually 
accept the gross receipts as reflected on 
the taxpayer’s records and will check 
them against the federal income tax 
return. In so far as gross receipts taxes 
are concerned, the auditor will assume 
that all receipts are a proper measure of 
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the tax. The burden of proving a con- 
tention to the contrary is upon the tax- 
payer. 

In the event that the taxpayer’s rec- 
ords do not properly reflect his gross 
receipts or where no adequate records 
are kept, the auditor will determine such 
presumptive receipts on the basis of 
external indices, such as the number of 
employees, the rentals paid, the pur- 
chases, the inventory turn-over and 
gross profits, and/or the deposits plus 
cash receipts not deposited. 


For gross receipts tax purposes, the 
auditor will determine the basis for allo- 
cations and non-taxable receipts; and in 
connection with sales tax audits, he will 
verify deductions taken for various ex- 
emptions, provided these deductions had 
been properly included in the total re- 
ceipts in the first instance. 


Because of the large volume of trans- 
actions and the impracticability of com- 
pletely auditing each transaction for a 
three-year period, the Bureau has adopt- 
ed a test-period audit. In making this 
test audit, the auditor will make a de- 
tailed audit for a pre-determined test- 
period. The test period is usually based 
upon the size of the business and the 
number of transactions involved. The 
taxpayer is informed thereof in advance 
of the audit to avoid as much inconven- 
ience to him as possible, to facilitate 
the work of the auditor, and to help 
the taxpayer in justifying the transac- 
tions involved. He is asked to prepare 
schedules setting forth the details of the 
deductions claimed for the test period 
and he is afforded the opportunity to 
procure and produce evidence of his 
contentions. 


The percentage of error applicable to 
this test period is then applied to the 
entire three-year period. If the taxpayer 
is of the opinion that the test period is 
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not representative of the entire three. 
year period under audit, the auditor, 
with the approval of his superior, and 
providing the taxpayer is justified in his 
contention, will select another test pe. 
riod. The differences then determined 
for both test periods are averaged and 
the average percentage of difference will 
then be applied to the entire audit pe. 
riod. If, however, there is a change in 
the business or the basic transactions of 
the business, the auditor will generally 
take two or more separate test periods 
and apply the results found to exist in 
each to the respective differing periods. 
During this time, the taxpayer is given 
every opportunity to prove his conten. 
tions and the representative of the Bur. 
eau will cooperate with the taxpayer. 
He will review all lines of evidence 
presented to him by the taxpayer and 
will request affidavits directly from third 
parties. He has the power to subpoena 
and examine witnesses and their books 
and records, 


A detailed examination of purchases 
of fixed assets and purchases of material 
on which sales taxes should have been 
paid will also be made for the entire 
three-year period. These purchases will 
include property received from vendors 
outside the city on which compensating 
use taxes should have been paid. The 
auditor will also determine the taxes 
which were actually collected by the tax- 
payer to determine that at least this 
amount was paid over to the city. 


Assessments and Protests 


At the completion of the audit, the 
taxpayer will be advised of the auditor's 
findings. In the event he is in agree- 
ment with the auditor, he will be re- 
quested to sign a “waiver and consent” 
for the amount of tax claimed to be due. 
Upon review and approval by the audi- 
tor’s immediate superiors, the Reviews 
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Unit and the Special Deputy Comptrol- 
ler, a notice of consent determination 
will then be mailed to the taxpayer. 
This notice is final and irrevocable. 


In the event the taxpayer does not 
agree with the auditor’s findings, he is 
afforded every opportunity to submit 
additional evidence in support of his 
contentions. He may present his posi- 
tion, informally, to the auditor or his 
superior. One example of a taxpayer’s 
disagreement may be his dissatisfaction 
with the test period taken. In that event, 
he will usually be given the opportunity 
of furnishing the information with sup- 
porting evidence for the entire three- 
year period, or he may be in a position 
to justify a contention that one and pos- 
sibly two separate test periods did not 
thoroughly reflect the transactions of 
the three-year period and, if correct, 
may be given an opportunity to choose 
an entirely different period. He may 
disagree with the auditor’s findings of 
gross receipts based upon purchases and 
will be given the opportunity to prove 
that the gross profit percentage assumed 
by the Bureau may have been improp- 
erly determined. 


In the event that no agreement is 
reached at this point, the Bureau will 
issue a thirty-day Notice of Determina- 
tion, also known as a Formal Notice of 
Determination. A penalty of 5% and 
interest at the rate of 1% per month 
for each month of delay will be added 
to the final determination. However, at 
the discretion of the Comptroller, the 
penalty may be abated as well as one- 
half of the interest. 


In connection with assessments, I 
wish at this time to point out that in 
the event a return for sales taxes and/or 
gross receipts taxes is not filed, or is 
filed incorrectly or for an insufficient 
amount, the taxpayer may be required 
to file a proper return. If he fails to file 
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a corrected or sufficient return within 
twenty days after notice from the Comp- 
troller, the Comptroller shall make a 
determination of the tax due, based on 
external indices. Unless the taxpayer, 
against whom the assessment is made, 
shall apply for a hearing to the Comp- 
troller within thirty days, such determi- 
nation shall be final and irrevocable. 


Upon receipt of a formal notice of 
determination, the taxpayer or his rep- 
resentative may, within thirty days, make 
application to the Comptroller for an 
informal hearing before the Informal 
Hearing Division. He again presents 
his case in an informal manner, setting 
forth his evidence and proof of his con- 
tentions. He may submit new informa- 
tion at this time. In the event that an 
agreement is reached at this point, a 
waiver and consent will be signed, sub- 
ject to the approval of the Special 
Deputy Comptroller. Should an agree- 
ment not be reached, the matter is then 
referred to the Formal Hearings Divi- 
sion where the taxpayer may represent 
himself or may be represented only by 
an attorney-at-law. 


Upon the conclusion of the formal 
hearings, a final Notice of Determina- 
tion is signed by the Special Deputy 
Comptroller and mailed to the taxpayer. 
This determination is irrevocable and 
may only be reviewed upon application 
to the Supreme Court within thirty days 
after such determination, provided that 
the tax together with penalties and in- 
terest, be deposited with the Treasurer 
or an undertaking be filed with the 
Comptroller. 


Refunds 


Taxpayers, whether they be purchas- 
ers or vendors, may make application 
for refund for any tax, penalty, or in- 
terest erroneously, illegally, or uncon- 
stitutionally collected or paid. Such 
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application for refund, however, must 
be made within one year from the date 
of payment. In the case of sales tax, 
notice of protest is not required. How- 
ever, where a mistake of law is claimed, 
no application for refunds of gross re- 
ceipts taxes may be made unless the 
original payment was made to the Treas- 
urer under protest in writing, stating 
in detail the ground or grounds of 
protest. No notice of protest is re- 
quired where refund is requested be- 
cause of a mistake of fact. Such appli- 
cations must be in writing and signed 
by the applicant, stating the grounds 
on which the refund is claimed, the 
time of payment and filing, that both 
were timely, and should be accompanied 
by evidence of payment. A purchaser 
who makes application must show that 
in addition to his paying the tax to 
his vendor, the said tax was in turn 
paid to the Treasurer. The Comptroller 
may require releases in such cases from 
both the purchaser and the vendor in 
the event that a refund is authorized. 
Such refunds may be issued subject to 
the Comptroller’s right to final determi- 


nation after audit. The determination 
on an application for refund is subject 


to review and revision in the Supreme 


Court in much the same manner as the 
final determination on an audit after 
formal hearing. 

Our familiarity with the administra- 
live procedures of New York City’s 
Bureau of Excise Taxes may be helpful 
and save substantial-amounts of money 
for our clients. The knowledge that 
the auditor’s test period may be re. 
viewed, changed, or supplemented may 
help to effectuate a savings for our 
client. The fact that we know that no 
application for refund for gross receipts 
taxes can be made where a mistake of 
law is claimed, unless the original re- 
turn was filed under protest, may pre- 
vent an embarrassing situation for the 
accountant, should it later be found de- 
sirable to file for refund. The Bureau 
and its representatives are cooperative, 
and the taxpayer will be afforded every 
opportunity for a fair determination of 
the tax provided we are familiar with 
the available procedures. 
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| Standards of Education and Experience for 
. Certified Public Accountants: Highlights of 
the Commission's Report 


te 





By Tut COMMITTEE ON EDUCATION AND PERSONNEL 


The 176-page report of the Commission on Standards of Education and Experience 
for Certified Public Accountants was published for the Commission on August 6, 1956 
by the Bureau of Business Research of the University of Michigan. Its publication 
has been described in the Journal of Accountancy editorial of August 1956 as an event 
of major importance to the future development of the accounting profession in the 


United States. 


The November 13, 1956 general meeting of the Society will be devoted to a dis- 
cussion of the Report. The following summary of the Commission’s Report, consisting 
mainly of excerpts, has been prepared by the Society’s Committee on Education and 


Personnel as an initial background presentation. 


Forthcoming issues of The New 


York Certified Public Accountant will contain articles in which the problems will be 
analyzed and the Commission’s recommendations evaluated. 


Introductory 


Nature and Composition of the 

Commission 

The 24-member Commission, headed 
by Donald P. Perry, CPA, of Boston, 
included thirteen practicing CPAs, five 
deans or former deans of schools of 
business administration, and former of- 
ficials of professional accounting organ- 
izations. Their study was financed by 
the American Institute of Accountants, 
the American Accounting Association, 
eight state boards of accountancy, and 
32 state societies of Certified Public 
Accountants. However, the Commission, 
which was created in April 1952 as an 
autonomous body, takes the sole respon- 
sibility for its Report which is entitled 
Standards of Education and Experience 
for Certified Public Accountants. 


Purpose of the Commission 

The Commission’s essential purpose 
was “to formulate standards of educa- 
tion and experience which are consid- 
ered desirable prerequisites for state 
certification as a CPA”. The Report is 
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“an attempt (a) to provide the back- 
ground for an appraisal of present re- 
quirements and practices and (b) to 
formulate standards of education and 
experience for CPAs, which are ade- 
quate to meet the prospective needs of 
the public and of the profession and 
which are also reasonably possible of 
attainment in the foreseeable future”. 


Long-Range Recommendations 
Summary 


The Commission proposes as a long- 
range goal that each state consider re- 
vising its laws to set up the following 
qualifications for admission to practice 
as a Certified Public Accountant: 


1. College graduation, with substan- 
tial studies in general and cul- 
tural subjects as well as in ac- 
counting and other business sub- 
jects. 

2. A qualifying examination to guide 
educational institutions in select- 
ing students capable of pursuing 
the proposed postgraduate profes- 
sional program. 
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3. Postgraduate professional study 
in collegiate schools of business 
administration specifically de- 
signed as preparation for public 
accountancy. 

4. An internship program of ap- 
proximately three months of prac- 
tical experience with a firm of 
Certified Public Accountants as 
part of the professional training 


program. 
5. Passing the Uniform CPA Exami- 
nation. 
The Commission’s discussions on 


long-range objectives are summarized 
in the following excerpts from the 
Report. 


College Graduation 

“One of the principal problems with 
which the Commission has been con- 
cerned is whether the public would be 
best served if formal academic training 
were made the principal method of 
preparation for the profession. The 
trend in most professions has been to 
qualify, first, through experience only, 
later through a combination of experi- 
ence and formal educational training, 
and eventually through formal educa- 
tion alone. This dependence upon the 
formal educational process assumes that 
there is a communicable body of knowl- 
edge which can be effectively transmit- 
ted to students. The Commission be- 
lieves that there is such a body of 
knowledge in existence today in the 
fields of accounting, auditing, taxes, 
and other areas important to the 
aa * 

“The Commission considers that com- 
pletion of a college program leading to 
the baccalaureate degree, which in- 
cludes a substantial amount of general 
and cultural courses, is a necessary pre- 
liminary to further training for public 
accountancy as a CPA. The Commis- 
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sion has not attempted to specify cither 
the content or the proportion of the 
four-year undergraduate program which 
should be devoted to general and cul. 
tural areas of study. * * * 


“The study of accounting, auditing 


commercial law, finance, and other re. 


lated subjects of business administra. | 
tion is a necessary part of the education f 


of a CPA. This may be accomplished 


during the four-year undergraduate } 
program or it may be accomplished | 


subsequent to graduation.” * * * 


A Qualifying Examination 


“The Commission recommends that 
a nation-wide examination be devised 


which would test the college graduate’s } 
academic | 


intellectual capacity, his 
achievements, and his aptitude for pub. 
lic accountancy.* * * 

“It should be emphasized that the 
recommended qualifying examination is 


not intended as a ‘pass or fail’ type 


of test. The examination would provide 
a measure of each candidate’s intellec. 
tual capacity, his academic achieve- 
ments through prior study, and his 
aptitude for public accountancy, in 
terms of nation-wide objective norms. 
The primary purpose of the examina- 
tion is to assist educational institutions 
in selecting individuals who have the 
capacity and aptitude to undertake, 
with benefit, the training to be provided 
through the proposed professional pro- 


grams.” * * © 


Postgraduate Professional Study 


“* * * the Commission does not be- 
lieve that the existing undergraduate 
programs in schools of business admin- 
istration generally provide the depth 
and comprehensiveness of training for 
a definite professional objective which 
are needed by the CPAs of today and 


tomorrow.* * * 
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“The Commission believes that ade- 
quate preparation for the profession of 
public accountancy requires additional 
academic study beyond present four- 
year undergraduate programs. * * * 
The Commission envisages professional 
accounting programs, within the frame- 
work of collegiate schools of business 
administration, which will be compar- 
able in approach and objectives to 
those of the professional schools de- 
veloped in other fields.* * * 

“The Commission recommends the 
establishment of professional academic 
programs, within the framework of 
schools of business administration, de- 
signed to train individuals for public 
accountancy. It should be emphasized 
that the Commission is not recommend- 
ing merely the requirement of another 
year of academic study which would 
be comparable to that provided in un- 
dergraduate programs.* * * It is rec- 
ommending the development of a type 
of curriculum which would be new in 
accounting but has been tested for gen- 
erations in other professions—a profes- 
sional program, with classroom mate- 
rials drawn from public practice, with 
faculties experienced in public account- 
ancy and maintaining close contact 
with changes in that profession, and 
with students directly and specifically 
interested in preparing for a career in 
public accountancy as a CPA.* * * 

“The Commission has not attempted 
to specify a detailed curriculum for 
the recommended professional pro- 
gram.* * * However, it is recommended 
that the following areas of study be 
included: 


(1) Oral and written communica- 
tion. 


(2) Auditing and other phases of 


the practice of public accountancy. 
a. Auditing principles and stand- 
ards. 
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b. Taxes. 

c. Accounting systems and ac- 
counting controls, 

d. Standards of professional con- 
duct. 

e. Administration of a public 
accounting practice. 
(3) Accounting principles and 

their application. 

(4) Business policy. 
(5) Other areas of study. 


“The amount of time to be devoted 
to the postgraduate professional ac- 
counting program will evolve as cur- 
ricula are developed in different insti- 
tutions, and as training materials are 
devised and new methods of instruction 
perfected. Under present conditions a 
program of twelve months appears to 
be a practical minimum, but additional 
time may be needed as individual pro- 
grams are developed.” * * * 


An Internship Program 


“The Commission recognizes the 
value of practical experience in the 
training of a public accountant, but it 
believes that from the long-run stand- 
point most of such experience should 
come after the individual has met the 
prerequisites for the profession through 
the formal educational process and sat- 
isfactory completion of the CPA exami- 
nation. At the same time the Commis- 
sion considers some exposure to actual 
accounting operations and procedures 
to be a highly desirable part of the 
formal education of an individual in- 
terested in public accountancy. For 
this reason the Commission is recom- 
mending the inclusion of an internship 
program as part of. the educational 
requirement. 

“The Commission suggests that an in- 
ternship of approximately three months 
should be included in the recommended 
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professional program, to be completed 
generally during the period of Decem- 
ber—April.* * * 

“The Commission recognizes that 
there are practical problems involved in 
establishing an internship program on 
a broad base.* * * Such a development 
however, must depend upon the willing- 
ness and ability of the profession to 
make such training available to the 
students of the proposed professional 


programs.” * * * 


The Uniform CPA Examination 


“The Commission regards the CPA 
examination as an essential factor in 
qualifying individuals as CPAs. The 
Commission recommends, as a_ long- 
range goal to become effective as pro- 
fessional academic ‘programs are devel- 
oped, that individuals be admitted to 
the CPA examination upon completion 
of the recommended educational prep- 
aration and, if successful, that they be 
awarded the certificate. 


Summary Conclusion—Meaning of the 

CPA Certificate 

The foregoing long-range recommen- 
dations are based upon the Commis- 
sion’s conclusion that the CPA certifi- 
cate will come to be regarded as a 
mark of competence, although obtained 
only after a formal educational process. 

“The recommendations of the Com- 
mission emphasize the formal academic 
process as one of the principal methods 
of preparing individuals for public 
practice in the years immediately ahead. 
From a longer-range point of view the 
Commission anticipates that profes- 
sional programs, as a part of the formal 
educational process, may be developed 
to a level of effectiveness which would 
permit educational preparation to be- 
come the primary method of preparing 
for the profession.* * * 
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“The Commission believes that the 
CPA certificate may eventually come to 
be interpreted uniformly as a mark of 
competence, obtained through the for. 
mal educational process, to enter the 
profession of public accountancy as a 


wa 


“The Commission is concerned with 
the timing of the examination in rela. 
tion to the academic training of a CPA. 
The principal problem is whether can. 
didates should be permitted to sit for 
the examination upon completion of the 
educational preparation recommended 
by the Commission or whether they 
should also be required to obtain expe. 
rience in public accountancy before 
attempting the examination.* * * 


“The Commission believes that the 
CPA examination can be given most 
appropriately at the conclusion of the 
training acquired through the recom- 
mended formal educational process.* ** 


“The recommendations of the Com- 
mission anticipate that in the foresee- 
able future individuals will be prepared 
for public accountancy through the for- 
mal educational process. The Commis- 
sion believes that practical experience 
should follow rather than precede ad- 
mission to the examination of the 
accountant who has completed the rec- 
ommended educational preparation. 


“* * * the Commission recognizes } 


that practical experience advances the 
competence of a public accountant 
throughout his career, that some expe- 
rience in practice has generally been 
relied upon in the past, and is being 
presently relied upon as a prerequisite 
for issuance of the CPA certificate. 
Looking toward the future, the major- 
ity of the Commission envisions that 
the proposed professional program in 
the formal educational process can be 
made so effective and so purposeful in 
nature that it will constitute the pri- 
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cipal method of preparation for a 
career in public accountancy as a 
CPA.” * & & 
Transitional Goal 

Summary 

The Commission frankly recognizes 
that all of these developments lie ahead 
and one or more decades may be in- 
volved. It therefore proposes the fol- 
lowing standards for the transitional 


period: 

“], College graduation, including 
completion of an accounting 
nea” ** 


“2. Satisfactory completion of the 
Uniform CPA Examination. 

“3, A minimum of two years of 
practical experience in public 
accountancy under the guidance 


of a CPA.” 


College Graduation 

Since college graduation may be too 
high a standard for certain jurisdic- 
tions, even during the transitional pe- 
riod, the Commission recommends for 
those jurisdictions a slow transition in 


+ stages of several years each, as follows. 


“First, two years of college study 
without specification of the curriculum. 

“Second, two years of college study 
and, in addition, the equivalent of an 
accounting major.* * * . 

“Third, four years of college study 
with a major in accounting.” * * * 


The CPA Examination 

“The Commission recommends for 
the transitional period that individuals 
be admitted to the CPA Examination 
upon graduation from college and com- 
pletion of the equivalent of an account- 
ing major, but that the CPA certificate 


be withheld until the appropriate Board - 


of Accountancy has determined, after 
appraisal of the candidates experience, 
that he has satisfied minimum re- 
quirements in terms of diversified and 
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responsible practice of public account- 
ancy.” 


Practical Experience 

“ * * * if experience in public ac- 
countancy is to be continued * * * 
pending the development of professional 
programs in academic institutions, the 
profession should itself assume a greater 
degree of responsibility for the type 
of training which is to be acquired 
through such experience. 


Statements of Dissent 

Summary 

One member of the Commission, did 
not approve the report because “he 
considers that it does not supply to em- 
ploying accountants and to members of 
state boards the detailed standards of 
education and experience that they ex- 
pected, and because he is satisfied with 
the present meaning of the CPA certi- 
ficate and does not want it changed”. 

Four other members disagreed with 
certain of the long-range recommenda- 
tions particularly as to elimination of 
experience as a requirement for the 
CPA certificate since they regard prac- 
tical experience as necessary to the de- 
velopment of the competence which the 
certificate should represent. Excerpts 
from their statements of dissent appear 
below. 


By J. Cyril McGarrigle 

“I do not agree that the accepted 
concept that a CPA is equipped to prac- 
tice as a principal should be changed 
to one designating a CPA as qualified 
to enter the profession. Too many years 
and too much effort have been ex- 
pended by our organized professional 
societies to acquaint the general and 
business public of our present concept. 
The suggested change would require a 
nullification of many years of successful 
public education as to the meaning of 


the CPA certificate. 
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“The present concept that a CPA is 
equipped to practice as a principal re- 
quires experience as a necessary quali- 
fication for practice.* * * 

“T agree to the need of professional 
schools devoted to education for the 
practice of public accountancy and 
hope to see such schools in being in 
the near future. It would appear that 
the proper time to evaluate the contri- 
bution of the professional schools to 
the experience requirement would be 
after the graduates of these schools 
have demonstrated the results of the 
additional academic training for several 
years in the field.” * * * 


By Emanuel Saxe 

“«* * * T am unable to accept the 
proposed interpretation of the meaning 
of the CPA certificate which identifies 
it as a mark of competence on the part 
of the holder, obtained solely through 
the formal educational process, to enter 
the profession of public accountancy as 
a CPA. To do so would nullify the 
many years of arduous work spent by 
the profession in educating business 
men, government, and the general pub- 
lic to accept the CPA certificate as an 
evidence of superior technical skill and 
professional responsibility.* * * 

“Since I believe in the retention of 
the practical experience requirement, I 
would postpone admission to the Audi- 
ing part (only) of the CPA examina- 
tion until after this requirement had 
been completed by the candidate, and 
would set the level of this examination 
sufficiently high to make it a valid qual- 
itative measure of the candidate’s expe- 
rience in actual practice.” 


By J. S. Seidman and Richard S. Claire 

“We cannot subscribe to the planned 
extinction of an experience requirement 
for the CPA certificate. Nor can we 
go along with the altered meaning that 
the Commission would give to the CPA 
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certificate as being a badge of educa 
tion alone. 


“Ours is a ‘practicing’ not an aca. pp 


demic profession. The public looks upon 
the CPA certificate as a mark of com. 


goods, not raw materials. 


“To substitute added schooling for f 
experience is to make topsy-turvy of the | 


wisdom of the past. Instead of recog. 
nizing experience as the best teacher, 
it regards a teacher as the best expe. 
rience. It ignores the many shortcom- 


ings of the classroom that the Commis. | 


sion report so clearly describes.* * * 


“The proposed internship program is 


certainly no antidote. We cannot dig. 


nify a three month ‘loan-out’ to an| 


accountant’s office, during the busiest 
part of the year, as being ‘experience’ 
in the sense we are discussing. At most, 


we would merely credit the period of } 


internship against the experience re 
quirement.* * * 


“Obviously one of the factors that 
impels the Commission is the difficulty | 


of evaluating experience. That, how 


ever, is hardly a reason for scrapping | 


the requirement entirely. Accreditation 
of schools is no simple matter either, 
yet the Commission properly recom 
mends expansion, not extinction, of 
accreditation. 

“Experience, just like education, 
needs to be appraised qualitatively. 
That merely presents a challenge to 
some good hard thinking and the evolu: 
tion of standards.* * * 


“We are heartily in accord with the | 


Commission’s view about an extra yeal 
of professional study. We think this 
will enable prospective practitioners to 
absorb more quickly and impressively 
their staff experience. With the ex 
panded educational background, two 
years of experience should, in our opit: 
ion, be the standard.” 
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| The City College of New York: 





 AHistory of Beginnings 


By THE COMMITTEE ON History 


A mild Saturday afternoon in Janu- 
ary, 1849, marked the celebration in 
Manhattan of a significant first. At Lex- 
ington Avenue and Twenty-third Street 
a new institution of learning was open- 
ing under the name of the Free Acad- 
' emy. Dr. S. Willis Rudy tells us in his 
history of The College of the City of 
New York that this school was “the 
first municipal institution for free 
higher education to appear on this 
globe.” 

Though for strategic reasons it was 
called an Academy, from the day it 
opened its doors it offered a full colle- 
giate course, and from its beginning it 
gave free daytime instruction to all who 
were qualified for admission. 


Genesis of the College 

The City had set up a Board of Edu- 
cation in 1842. An early president of 
the Board, elected in 1846, was Town- 
send Harris. He was a successful crock- 
ery merchant, a_ self-educated man 
devoted to the cause of education, a 
linguist, a champion of popular democ- 
racy and, like another illustrious New 
Yorker, an enthusiastic fire buff. He 
had an abiding desire to sponsor the 
founding of a college which would be 
open gratuitously to persons who had 
been pupils in the public schools of the 
city and county of New York and who 
met standards of intellectual ability. 

His determined efforts bore fruit. On 
May 7, 1847, Governor John Young, 





This is the twenty-first in a series 
of articles on the History of Ac- 
counting in the State of New York. 
It was prepared by the Society’s 
Committee on History. 
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whose early education had been won 
with difficulty, signed a bill which pro- 
vided for a referendum to be held a 
month later, in which the City’s voters 
should decide whether or not they 
wanted such an Academy. On June 7, 
the people went to the polls and voted 
for the bill in the generous proportions 
of six to one. 


The new building in which the open- 
ing exercises were held that January 
day in 1849 was designed by James 
Renwick, the architect who designed 
Grace Church and St. Patrick’s Cathe- 
dral. Though necessarily simple and 
practical, it followed the architectural 
pattern of a Gothic Town Hall of the 
Netherlands, perhaps in tribute to the 
Dutch Republic which had founded 
New Amsterdam. 


The Early Curriculum 

In general, the early curriculum was 
that of the typical college of the period. 
Its particular divergence was in the 
greater stress laid upon practical in- 
struction, especially mechanical, scien- 
tific, and business subjects. Among the 
studies available to early pupils were 
mathematics, history, composition and 
declamation, elements of moral science, 
the Constitution of the United States, 
drawing, bookkeeping and writing, pho- 
nography (shorthand), and the Latin, 
French, and Spanish languages. It was 
one of the first colleges to give the same 
importance to modern as to ancient lan- 
guages, and to give English the greatest 


‘ emphasis of all. Drawing was included 


“in view of its varied and practical 
uses.” While offering its students a full 
opportunity to acquire a literary educa- 
tion, it also had a strong program in 
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chemistry, mathematics, civil engineer- 
ing, and business subjects. 


To accountants it is significant that 
from the first year of its existence the 
Academy included bookkeeping among 
the studies offered, in accordance with 
its purpose, as stated by the Executive 
Committee, of qualifying young men 
for mercantile pursuits. 

The first graduates received their di- 
plomas at ceremonies in Niblo’s Garden 
in July, 1853, and were in addition 
stated to be “worthy of the degree of 
Bachelor of Arts” and entitled to re- 
ceive the degree “when the Board shall 
be authorized to confer it.” In April 
of the following year the State Legis- 
lature granted this permission, thereby 
conferring upon the Academy the full 
powers and prerogatives of a college. 


It was not until 1866, however, that 
the word college became part of the 
official title. In that year the Legisla- 
ture changed the name to The College 
of the City of New York, a designation 
which it retained until 1926. By New 
Yorkers this designation was often 


shortened to City College or C.C.N.Y. 


In 1871 the College made a new ap- 
proach to the problem of practical busi- 
ness education for younger pupils who 
could not remain in school more than 
a year. It created a separate Introduc- 
tory Department which provided a 
special one-year Commercial Course 
which included such subjects as mod- 
ern languages, arithmetic, bookkeeping, 
elementary physics, composition, pen- 
manship, phonography, geometry, and 
business transactions. The classicists, 
however, objected to the presence of 
these younger students and to some of 
the courses offered. Because of their 
opposition the work of the Introduc- 
tory Department began to disintegrate 
around 1881, and finally was discon- 
tinued. 
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Another facet of the problem was 
that from the beginning many of the 
regularly matriculated students wer 
unable to complete the four-year course 


because the need to earn a living forced } 


them to leave after a year or two of 
instruction. As early as 1874, the ad. 


ministration broached the idea of anf 
evening session, but the Executive Com. 
mittee vetoed the proposal as an unpre. 


cedented departure. 


Evening Session Degree Work 

Nevertheless, in the early nineteen 
hundreds, the College initiated another 
of its firsts. It established what is said 
to be the first night college in the 
United States to offer a full collegiate 
course leading to the baccalaureate 
degree. At that time Columbia and 
New York Universities and the Univer. 
sity of Wisconsin were conducting 
night courses in special subjects only. 
City College alone, it is believed, con- 
ferred degrees earned in the evening 
session. 

Classes began in 1909. The enroll. 
ment at that time was 200. By 1913 
it had increased to 863. Not only in 
numbers but in seriousness of purpose 
the evening students were a promising 
group. 


In an experiment to determine wheth- | 


er the College might not be of even 
greater service to the community, the 
Board voted in 1912 to admit special 
non-matriculated students. And in 1914 
it voted that city employees, even 
though not high school graduates, be 
permitted to study in the Evening Ses- 
sion upon their passing certain exami- 
nations. 


Establishment of the School of Business 
and Civic Administration 


In 1912, Dr. John H. Finley, then 
entering his tenth successful year as 
President of the College, broached a 
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project which had long occupied his 
thoughts—the establishment of a School 
of Business and Civic Administration 
at the downtown location. Columbia 
had moved uptown in 1894 and New 


) York University in 1896. In 1906, fol- 


lowing their example, City College had 
moved its operations to an uptown site. 


The Trustees entered upon the first 
steps immediately through an agreement 
with Mayor Gaynor, under which the 
College surrendered its Twenty-second 
Street site to the City for a new Chil- 
dren’s Court building, receiving in re- 
turn funds needed to rehabilitate the 
Twenty-third Street building in order 
that it might serve as temporary housing 
for the new division. At that time, 
Jacob H. Schiff, a member of the New 
York Chamber of Commerce, was push- 
ing a project to raise a half million 
dollars for the purpose of establishing a 
College of Commerce in New York. 
Bernard M. Baruch, ’89, then a Trustee 
of the College, conferred with the mem- 
bers of the Chamber of Commerce, and 
President Finley approached, not only 
Mr. Schiff but, among others, Andrew 
Carnegie, Thomas W. Lamont, and 
Thomas C. Platt, in the hope of induc- 
ing them to found the school at the 
Twenty-third Street site. However, the 
Trustees and the Chamber of Commerce 
could not agree on the terms of joint 
control and curricular organization, and 


the project fell through. 


In May, 1916, Governor Whitman ap- 
proved the Fertig Bill, which had been 
drafted by an alumnus, M. Maldwin 
Fertig. This Act permitted the College 
to award vocational diplomas and de- 
grees, to charge fees for special courses, 


and to extend special privileges and ed-. 


ucational advantages to non-matricu- 
lated students. In that year the College 
organized a Division of Vocational Sub- 
jects and Civic Administration and 
established a curriculum leading to the 


1956 


Diploma of Graduate in Accountancy. 
Professor Frederick Bertrand Robinson 
(who later became the fifth President of 
the College) was named to be its Di- 
rector. This was the nucleus from which 
the School of Business and Civic Ad- 
ministration developed. 

Soon it became apparent that not one 
faculty, but several separate faculties, 
would be best suited to the work of the 
College. On June 24, 1919, Professor 
Robinson was selected to be Dean of the 
School of Business and Civic Adminis- 
tration. In 1920, the school emerged as 
a regularly organized academic institu- 
tion with full degree-granting powers. 
It offered courses leading to the B.B.A. 
and M.B.A. degrees. In January, 1926, 
the State Board of Regents listed its 
degrees as fully approved. 

On December 4, 1928, Mayor Walker 
laid the cornerstone of a new eight- 
story building at Twenty-third Street for 
the School of Business and Civic Ad- 
ministration. The College had asked for 
a larger building, and at the ceremonies 
the Mayor promised to do all he could 
to secure funds to add the additional 
eight stories which were part of the 
original plan. Sixteen days later the 
Board of Estimate appropriated $875,- 
000 for this purpose, and in due time 
the additional eight stories were super- 
imposed upon the steel framework of 
the eight then in progress. This is the 
building as it stands today. 


The Municipal College System 


It was Dr. Robinson who prepared a 
bill for the Legislature, approved by 
Governor Smith on April 16, 1926, 
which set up a Board of Higher Educa- 
tion to administer the municipal col- 
leges. These then included City College 
and Hunter College. Brooklyn College 
was not organized as an independent 
unit until 1930, and Queens College 
until 1937. The Act also provided that 
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the name The College of the City of 
New York should now be applied to the 
entire corporation administered by the 
Board of Higher Education. In view 
of this provision, the Trustees of the 
College, which had been known by that 
name since 1866, voted to change the 
name to The City College, a change 
which entailed a minimum of adjust- 
ment, as it left the familiar designations 
of City College and C.C.N.Y. undis- 
turbed. 


The Early Accounting Faculty 
In the early days, 1915 to 1927, ac- 


counting instruction at the new division 
was under the jurisdiction of the De- 
partment of Economics. 

Dr. Lynn Mateer Saxton (B.S., La- 
fayette, 1897; M.S., 1900: Pd.M., New 
York University, 1908; Ph.D., 1909) 
taught the earliest classes. Although his 
service as an accounting teacher ex- 
tended only from 1915 to 1941, he had 
been on the faculty since 1903. His 
special subjects in the accounting field 
were auditing and advanced accounting 
problems. He was the author of several 
monographs in his field and was writing 
a book on advanced accounting prob- 
lems at the time of his death in 1941. 

Among the other accounting teachers 
who served before 1917 were Edward 
L. Suffern, DeWitt Carl Eggleston, 
George K. Hinds, Paul-Joseph Esquerre, 
Myron A. Finke, and Oscar J. Sufrin. 

Edward L. Suffern, New York CPA 
No. 65, joined the faculty in 1916. He 
was a partner in the public accounting 
firm of Loomis, Suffern & Fernald and 
was to become a President of the New 
York State Society of CPAs. He died 
April 13, 1925. 

Professor DeWitt C. Eggleston be- 
came a member of the Evening Session 
in 1916. A New York CPA and the 
author of many accounting texts, he 
taught cost accounting, advanced cost 
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accounting, stock and bond brokerage 
accounting, commodity brokerage ac. 
counting, and bank accounting. 


George K. Hinds held degrees from 


Ohio Northern and New York Univer. 
sities and was also a New York CPA 
(No. 388). A member of the firm of 


Klein, Hinds & Finke, be came in 1916 [ 


to teach judicial accounting (including 
wills, estates, and bankruptcy), as well 
as corporation accounting, and was, in 
1923, to organize the school’s first 
“Income Tax Laboratory,” where stu- 
dents were taught to prepare individual, 
corporation, partnership, and fiduciary 
federal and New York State income tax 
returns. 

Many accountants will remember 
Paul-Joseph Esquerre as a colorful per- 
son. He was a New York CPA and 
held a B-és-L from the University of 
France. He came in 1917 to teach ac- 
counting theory and problems. He, too, 
was the author of several books. He 
also conducted a school in which he 
coached candidates for the CPA exam. 
inations. 

Myron A. Finke, a C.C.N.Y. alumnus 
and also a CPA and a member of the 
public accounting firm of Klein, Hinds 
& Finke, taught accounting systems and, 
later, advanced accounting theory and 
problems. 

Oscar J. Sufrin was a graduate of 
New York University, a New York 
CPA, and a member of the Bar. He 
served twenty-five years as lecturer and 
instructor in accountancy. He also 
served in World War II as commander 
of the overseas staging area at Fort 
Hamilton, with the rank of Lieutenant 
Colonel. His health broke down while 
he was in service and in 1949 he died, 
without having returned to the College 
staff. 

The first separate listing of the ac- 
countancy teachers appears in the cata- 
log of 1917-1918. As will be seen, it 
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' includes not only those named above, 


but an impressive number of others 

as well: 

David Berdon, B.C.S., New York Uni- 
versity, 1914; C.P.A. (New York), 
1917 

Raymond W. Bourke, C.P.A. (New 
York), 1912; Accountant, Depart- 
ment of Finance, New York City 

Robert H. Brown, C.P.A. (New York), 
1910; Accountant, Department of 
Finance, New York City 

James J. Donovan, Accountant; Depart- 
ment of Finance, New York City 


D. Carl Eggleston, M.E., Brown Uni- 
versity, 1905; C.P.A. (New York), 
1908 

Paul-Joseph Esquerre, B-és-L., Univer- 
sity of France; C.P.A. (New York) ; 
Head of the Post-Graduate School of 
Accountancy 

Myron A. Finke, A.B., College of the 
City of New York, 1906; C.P.A. 
(New York), 1916 © 

H. G. Friedman, A.B., University of 
Cincinnati, 1904; Ph.D., Columbia, 
1908; formerly Chief of Division of 
Accounts, Public Service Commission 
for the First District of New York 

Lewis Gompers, Jr., C.P.A. (New York) 

George Kent Hinds, B. Ped., Ohio 


Northern University, 1906; M.A. 
(Hon.), 1908; LL.B., New York 
University, 1905; C.P.A. (New 


York), 1907 

Samuel C. Hyer, C.P.A. (New York) ; 
Accountant, Department of Finance, 
New York City 

Abraham Jablow, B.S., College of the 
City of New York, 1904; Accountant, 
Committee on Education, Board of 
Estimate and Apportionment, New. 
York City — 

Simon Loeb, B.C.S., New York Uni- 
versity, 1908; C.P.A. (New York), 
1916 


1956 


Frank E. Mandel, B.S., New York Uni- 
versity, 1911; CE. 1915; C.P.A. 
(New York), 1916 


Meyer Parmet, B.C.S., New York Uni- 
versity, 1909; C.P.A. (New York), 
1912; Accountant, Department of 
Finance, New York City 


John B. Payne, C.P.A. (New York) ; 
Auditor’s Department, Board of Ed- 
ucation, New York City 


Wolf Scheinberg, B.C.S., New York 
University, 1913, LL.B., C.P.A. (New 
York), 1913; Accountant, Depart- 
ment of Finance, New York City 


Edward L. Suffern, C.P.A. (New York) 


Oscar J. Sufrin, B.C.S.; C.P.A. (New 
York), 1917 


It is interesting to note that, appro- 
priately, several of these instructors 
were associated with municipal account- 
ing, and specifically with the accounts 
of the City of New York. Three differ- 
ent courses in municipal accounting 
were given by Robert H. Brown, as 
well as a course in auditing. One of his 
courses was designated “Municipal De- 
partmental Accounting in the City of 
New York.” 


Simon Loeb, a member of the firm 
of Loeb & Troper, who was also to 
become a President of the New York 
State Society of CPAs, lectured on 
auditing. 

Meyer Parmet was an instructor in 
accountancy, specializing in corpora- 
tion accounting and financial statement 
analysis. 


The catalog also listed these lecturers 
and consultants, who, with nine assist- 
ants, conducted war emergency courses 
in commercial practice: 


Joseph J. Klein, B.S., College of the 
City of New York, 1906; A.M., 
New York University, 1910; 
Ph. D., 1911; C.P.A. (New York) 
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Harriett B. Lowenstein, L.L.B., C.P.A. 
(New York) 


Reuben Weinstein, B.S., College of 
the City of New York, 1907 


The purpose of these courses was to 
train older men and women in clerical 
procedures to replace young clerks and 
bookkeepers then entering the armed 
services. Felix M. Warburg, a partner 
in Kuhn, Loeb & Co., became chair- 
man. Several hundred students were 
enrolled. Classes met at the Twenty- 
third Street building and in the Assem- 
bly Hall of the Commerce and Trade 


Association. 


Dr. Klein and Miss Lowenstein or- 
ganized the courses. Dr. Klein is a 
former president of the New York State 
Society of CPAs and a partner in the 
firm of Klein, Hinds & Finke. From 
1916 to 1918, he taught accounting, 
accounting systems, and auditing, and 
in 1919, under the sponsorship of the 
United States Treasury Department, of- 
fered the first course in federal income 
taxation to be given in any American 
college. 


Miss Lowenstein (now Mrs. Jonah J. 
Goldstein) was an attorney as well as 
one of the earliest women CPAs. A 
previous article by the Committee on 
History, The First Woman C.P.A. 
(Christine Ross), touched briefly on 
some of her achievements. 


That the College was, from the begin- 
ning, mindful of the benefits to be de- 
rived from special lectures relating to 
fields that concern the professional au- 
ditor is evidenced by the following list, 
from the same catalog, of special lec- 
tures in auditing and systems: 


C. L. Morgan: The Moon-Hopkins 


Devices 


H. J. Miller: The Burroughs Adding 
Machine 


M. E. O’Brien: The Comptometer 
668 


L. A. Wolfe: The Elliott-Fisher De. 
vices 
Myron A. Finke, A.B., C.P.A.: Ae. 
counting Systems for Advertising 
Agencies 
Ernest Katz: Systems for Department 
Stores 
D. Stern: Underwood Typewriter De- 
vices 
Henry B. Fernald, C.P.A.: Mining 
Accounting 
John B. Briggs: Filing Systems 
Edwin Mayer, B.C.S.: Accounting 
Accounting Systems for Bankers 
The 1919-1920 catalog shows the 
following additions to the accounting 
faculty : 
Lecturer on public utilities account 
ing: 
Milton B. Ignatius, LL.B., Union 
University, 1911; LL.M., 1913 


Instructors in accounting: 


James J. Donovan, C.P.A. (New 
Hampshire), 1918 

James E. Tallent, B.S., Cooper 
Union, 1913; C.P.A. (New 
York), 1916 


A. G. Belding, B.S., New York 
University, 1904; C.P.A. (New 
York), 1902 


Leonard Blakey, B.S., Beloit, 1904; 
Ph.D., Columbia, 1912 


Special instructors in accounting: 


David Miller, B.S., College of the 
City of New York, 1909; C.P.A. 
(New York), 1917 

John Linker, B.S., College of the 
City of New York, 1900; LL.B., 
New York University, 1903; 
M.A., 1911 

William H. Burns 

Benjamin Freeman, A.B., College 
of the City of New York, 1905; 
C.P.A. (New York), 1908 
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John F. Hickey, C.P.A. (New 


York), 1912 

Conrad J. Saphier, B.C.S., New 
York University, 1917; M.CS., 
1919 


Tutors in accounting: 


Charles R. Taylor, B.C.S., New 
York University, 1913 


David Berk, B.S., College of the 
City of New York, 1918 


Morris C. Troper, A.B., College of 
the City of New York, 1914; 
B.C.S., New York University, 
1917; M.CS., 1918 


Benjamin L. Blau, B.S., College of 
the City of New York, 1918 


Benjamin Harrow, B.A., New York 
University, 1913 


Meyer J. Ostrow, C.P.A. 
York), 1916 


Ulysses S. Tasch, A.B., College of 
the City of New York, 1907; 
LL.B., New York University, 
1912 


Louis Weinstein, B.C.S., New York 
University, 1915; C.P.A. (New 
York), 1918 


Instructor in bookkeeping: 

Simon J. Jason, A.B., College of 
the City of New York, 1906; 
LL.B., New York University, 
1909; M.A., 1917 


The same catalog lists four instructors 
in the Brooklyn Branch of the Evening 
Session: 


(New 


Instructors in accounting: 
John B. Payne, C.P.A. (New York) 
William N. Conant 

Special instructors in accounting: 
Clarence E. Cowles 

A. Merrill, C.P.A. (New 


Leon 


York), 1912 
1956 





The Department of Accountancy 


From these beginnings the school ex- 
panded rapidly and on June 2, 1927, 
soon after Dr. Robinson became Presi- 
dent, the Trustees established a separate 
Department of Accountancy and ap- 
pointed Professor George Monroe Brett 
as its first Chairman. 


Professor Brett was a native of Maine 
and a graduate of Bowdoin College. 
From the faculty of New York Uni- 
versity he came to City College in 1906, 
where he remained until his death on 
November 7, 1941. In the earlier years 
of the school, he and Dr. Saxton taught 
the classes in advanced accounting. In 
addition to his appointments as Pro- 
fessor and Head of the Department of 
Accountancy and Curator of the College, 
he conducted courses in accounting and 
actuarial science for the Metropolitan 
Life Insurance Company. 


At his death, Dr. Harry L. Kunzle- 
man succeeded him as Department 
Chairman. Dr. E. I. Fjeld took over the 
post in 1947 and was succeeded in 1950 
by Dr. Emanuel Saxe, who, in Septem- 
ber, 1956, relinquished it to Dr. Stanley 
B. Tunick, in order to take office as 
Dean of the School. 


Dr. Saxe is a New York CPA and a 
member of the New York Bar. A City 
College alumnus, he also holds degrees 
of Doctor of Jurisprudence and Ph.D. 
from New York University. He came 
to the City College faculty in 1928 and 
has written several books and numerous 
articles on accounting. For ten years to 
October 1956, he served as editor of 
The New York Certified Public Ac- 


countant. 


In the meantime, the school had been 


"renamed. Bernard M. Baruch, C.C.N.Y. 


’89, had always been a staunch sup- 
porter of City College and an advocate 
of democratic education. He had never 
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missed an opportunity to express his one of the most illustrious of many illus Ne 
affection for the public schools and the trious City College alumni, in 1953 th & Cond 
free public college which started him on school adopted the name of Bernar 
a career that is envied by many and is M. Baruch School of Business and 


spectacular by any standards. Honoring Public Administration. Par 
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ner 


Ethics and Education : In 


There are many references in accounting literature to the need for a better under. that 4 
standing by college graduates of standards of professional conduct. At the same time there } thoug 
appears to be a general acceptance of the idea that ethics can be taught in the classroom, For e 
and an apparent willingness to expect such training in graduates of schools of business 
administration. Unfortunately, standards of professional conduct receive little attention in fF fisc 
most college accounting programs. If the subject is touched upon at all, it is usually in > The | 
the overburdened course in auditing. 


plete 
There is little doubt that colleges can train students in standards of professional con- | made 
duct and probably can do so more effectively than can be done by other means. Such Janua 


training is best accomplished by incorporating instruction and guidance in standards of 
professional conduct in all phases of the accounting program, rather than through specific | return 
courses devoted to that subject. This may not require much additional time, but it will 1: 9% 
require the explicit recognition of the importance of the subject in accounting programs. ‘i. lic 


Excerpt from Report of the Commission on Standards of Education and Are tl 
Experience for Certified Public Accountants, 1956. } ners t 
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Conducted by BENJAMIN Harrow, C.P.A. 


Partnership Liquidations and the Partnership Year . .. New York 
City General Business and Financial Tax Law. 


Partnership Liquidations and the Part- 

nership Year 

In the August 1956 issue we noted 
that a partnership year continues even 
though the partnership has terminated. 
For example, assume a partnership on 
a fiscal year basis ending July 31st. 
The partnership liquidates and a com- 
plete distribution to the partners is 
made after July 31, 1956 but prior to 
January 1, 1957. Is a_ partnership 
return due for the period from August 
1, 1956 to July 31, 1957 even though 
the liquidation was completed in 1956? 
Are the distributive shares of the part- 
ners taxable to them in 1956 or 1957? 

One of our members submitted this 
situation to the Income Tax Bureau for 
aruling and was advised that distribu- 
tions made upon the liquidation during 





BENJAMIN Harrow, C.P.A., has 
been a member of our Society since 
1928, and a member of the American 
Institute of Accountants since 1922. 
He is a member of the New York 
Bar and Professor of Law at St. 
John’s University. 

Mr. Harrow is a past Vice-Presi- 
dent of the Society. He is a member 
of the Society’s Committees on 
Meetings and Committee Operations, 
and has served for a number of 
years on the Institute’s Committee 
on Federal Taxation. 

Mr. Harrow is engaged in practice 
as a certified public accountant and 
attorney in his own office in New 


York City. 











the fiscal year beginning August 1, 
1956 and ending July 31, 1957 would 
be reported by the individual partners 
on their 1957 calendar year returns. 
Even though the liquidation was com- 
pleted after August 1, 1956 and before 
December 31, 1956, the partnership’s 
final return would be due on or before 
November 15, 1957 for the fiscal year 
ending July 31, 1957. The state law, 
unlike the federal law, draws no dis- 
tinction between liquidation and ter- 
mination of a partnership. 


New York City General Business and 
Financial Tax Law 


This tax is asserted against activities 
within the city of New York. If a tax- 
payer is engaged in business within 
and without the State, the New York 
activities may be so related to inter- 
state commerce that they may not be 
taxed by New York City. That was 
the holding in two comparatively re- 
cent cases* where selling activities in 
New York City and rendering dyeing 
services were not subject to the tax. 

The Comptroller now holds that per- 
sons engaged in the business of selling 
goods or rendering dyeing or similar 
services are not subject to tax if: (a) 
such persons maintain their principal 
offices and all plants, factories and 
warehouses outside New York State; 
(b) if all orders are accepted at an out 
of state office; and (c) if all goods are 


_shipped directly to customers in New 


York City from points outside the 
State. In other words, the New ‘York 


*United Piece Dye Works v. Joseph, 282 App. Div. 60 affd., 307 N.Y. 780, cert. den. 
National Steel Corp. v. Joseph, 283 App. Div. 867 (1954). 
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City activities are confined to solicita- 
tion and sales promotion. 

That means that such persons may 
maintain an office in the City for sales 
solicitation or advertising. Service 
representatives may be maintained in 
the City of New York to service ac- 
counts but no separate charge may be 
made for such services. 

A display room may be maintained 
in the city exclusively for the display 
of sample merchandise. A concern do- 
ing an interstate business may have 
manufacturers’ sales representatives, in- 
dependent sales agents or resident sales- 
men in the city without thereby becom- 
ing subject to tax. 





New York State Tax Forum 


An out of state concern may mai. 
tain an office in the city to adjust anj 
settle customers’ claims. An out of 
state concern may maintain bank 4. 
counts with New York City banks, o 
use a bank in the city as registra, 
transfer agent or dividend paying agent, 

Where a person engages in other 
activities in the city in addition to on 
of the above, he may become subject 
to the tax. For example, if a stock of 
goods is maintained within the city, in 
an office, factory or warehouse from 
which goods are sold and shipped to 
customers, such person becomes subjeci 
to tax. 
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Accounting at the S. E. C. 


Conducted by Louis H. Rappaport, C.P.A. 


Events Subsequent to the Statement Date. . 
. Income from Investment in Subsidiary. 


Intangibles . . 


The twenty-first annual report of 


| the SEC, covering the fiscal year ended 


June 30, 1955, contains some interest- 
ing reading for accountants in general 
and especially for those whose practice 
includes the certification of financial 
statements prepared for filing with that 
agency. The section of the report deal- 
ing with the Commission’s activities in 
the fields of accounting and auditing 
was reprinted in full in the July, 1956 
issue of this magazine. Of greater 
interest, however, was the discussion 
sattered through the report which 
gives the Commission’s views on the 
accounting questions involved in speci- 
fic cases. 


Events Subsequent to the Statement Date 


The matter of significant events oc- 
curring after the statement date is a 
recurring problem and one to which 
the accounting profession has given a 
great deal of thought. See, for example, 
Statement on Auditing Procedure, No. 
25, issued by the AIA Committee on 
Auditing Procedure in October, 1954. 
This bulletin deals with events subse- 
quent to the date of financial state- 
ments and sets forth, among other 
things, the Committee’s view regarding 
the special problems which arise in 
connection with registration statements 
filed under the Securities Act of 1933. 





Louis H. Rappaport, C.P.A., a 
partner in the firm of Lybrand, Ross 
Bros. & Montgomery, C.P.As., is the 
author of SEC Accounting Practice 
and Procedure. 
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‘and _ goodwill” 


. Amortization of 


In the Commission’s twenty-first an- 
nual report, the SEC discusses a case 
in which the subsequent event was the 
payment of cash to officers of the 
registrant. 

In a note to the financial statements 
contained in a registration statement, it 
was stated that payments on certain 
obligations to affiliated persons, re- 
ported as noncurrent liabilities in the 
balance sheet, had been accelerated 
subsequent to the balance sheet date. 
Since the acceleration resulted in a 
substantial reduction in the working 
capital indicated in the balance sheet, 
the registrant was requested to include 
in the captions, Total Current Assets, 
and Total Current Liabilities, a cross- 
reference to the aforementioned note 
which was expanded to disclose the 
source of the funds used in the accelera- 
tion. The disclosure indicated a re- 
duction in working capital of more 
than $500,000 in the two months after 
the balance sheet date when working 
capital amounted to approximately 
$750,000. 


Amortization of Intangibles 


The SEC’s annual report also dis- 
cusses a registration statement in which 
the proper classification of and ac- 
counting for intangible assets presented 
a serious problem. 

The consolidated balance sheets in- 
cluded an item designated “contracts 
in the amount of 
$7,332,389 which was represented as 
consisting principally of the excess of 
cost of acquisition over the cost of 
inventories and allocated cost of assets 
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acquired at the inception of the cor- 
poration. 

The footnotes to the financial state- 
ments disclosed that during the year 
1953 the corporation reached a settle- 
ment with the Internal Revenue Service 
with respect to the 1946 to 1948 Fed- 
eral income tax returns, in which de- 
ductions had been claimed for amorti- 
zation of contracts. Under the terms of 
this settlement, the amount at which 
“contracts and goodwill” was _ stated 
($7,332,389) was construed for Fed- 
eral income tax purposes to be made 
up of $2,931,729 subject to amortiza- 
tion on an agreed basis, and $4,400,660 
was considered to be goodwill and not 
subject to amortization. 

The registrant was advised by the 
SEC that the basis of settlement with 
the Internal Revenue Service in this 
case was likewise appropriate for finan- 
cial accounting purposes, that segrega- 
tion of the item covering both contracts 
and goodwill should be made, and that 
retroactive effect should be given to 
amortization of the contract portion. 

The financial statements were amend- 
ed to show in the balance sheet at 
June 30, 1954, the item of contracts and 
goodwill (segregated in a note), after 
amortization of $1,881,490, at a net 
amount of $5,450,899, which resulted 
in a reduction of earned surplus from 
$3,959,623 to $2,078,133 at the balance 
sheet date. 


Income from Investment in Subsidiary 


A registrant acquired during its fiscal 
year over 50 percent of the stock of 
another company. According to a 
periodic report filed with the Commis- 
sion, the acquisition was for invest- 
ment and not for resale. During the 








Accounting at the S. E. C. 


same year the acquired company paij 
a dividend which was more than jj 
entire earnings for that year. In jx 
annual report for that year the regis 
trant reported its investment as , 
current asset and the entire dividen 
received as income. When the staf 


of the Commission objected to thet 


procedures, the~registrant sought ty 
justify the accounting on the basi 
that, between the time its fiscal yea 
ended and its annual report to shar. 
holders was completed, the registran 
had abandoned its original plan t 
acquire additional shares of the com 
pany and eventually to merge it. (h 
this basis, it was urged that the share 
held, being listed securities, could prop. 
erly be classified as a current asset and 
that dividends received on the share 
should be treated as income from mar 
ketable securities without regard to the 
fact that those dividends exceeded the 
registrant’s proportionate share in the 
earnings since the date of acquisition. 
The SEC staff noted, however, that the 
abandonment of the original plan was 
only temporary, and that the plan wa 
carried out substantially in its origind 
form. The financial statements were 
thereupon amended to exclude the in- 
vestment from current assets in the 
balance sheet, and to reduce that in- 
vestment and the registrant’s previousl 
reported income by the amount o 
dividends paid out of earnings « 
cumulated prior to the date of acquis: 
tion by the registrant. The effect of 
the exclusion of the investment from 
current assets was to reduce currett 
assets from $5,900,000 to $2,800,000. 
Exclusion of dividends paid from the 
subsidiary’s earnings prior to acquis: 
tion reduced net income as_ reported 
from $352,000 to $189,000. 
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Office and Staff Management 


A forum for the exchange of views and information on all 
aspects of the administration of an accounting practice. 


Conducted by Max Brock, C.P.A. 


Gleanings from the AIA Seattle Convention: Accountants’ Ethics 


and Independence in Management Services . 
Session—Control of Tax Carry-Overs.. 
. Local Practitioners’ Problems. . . 


Categories by Clients. . 
Control of Engagements in Process. 


Gleanings from the AIA Seattle 

Convention 

Accountants’ Ethics and Independence 
in Management Services: This subject 
was discussed by Ira N. Frisbee, C.P.A. 
of California, who pointed out that it 
needs considerable exploration and dis- 
cussion. In view of the increasing in- 
terest by accountants in this field, some 
of the points made, as interpreted by 
your editor, are here briefly sum- 
marized : 

1. The same ethical standards pre- 
vail with respect to management serv- 
ices as to accounting services. 

2. Though some management firms 
are incorporated, accountants could not 
with propriety incorporate a separate 
organization to supply management 
services. 

3. The confidential relationship be- 
tween the accountant and his client 
must also be maintained relative to 
technical management services. 





Max Brock, C.P.A. (N. Y., Pa.) 
is a former chairman of the Com- 
mittee on Administration of Account- 
ant’s Practice of the New York State 
Society of Certified Public Account- 
ants. He is a lecturer at The City 
College of New York in the graduate 
course on Accounting Practice. Mr. 
Block is a member of the firm of 


Anchin, Block & Anchin. 
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. . Income Tax 
. Control of Tax 


4. The mere furnishing of manage- 
ment and advisory services does not af- 
fect one’s independence. However, be- 
coming a member of a client’s manage- 
ment team and taking a part in the 
carrying out of decisions virtually place 
one in the category of an employee and 
such conduct would impair an account- 
ant’s independence. 

5. The partner assigned to a man- 
agement engagement should be well in- 
formed as to the technicalities involved 
and should be qualified to supervise 
any technical personnel employed by his 
firm to perform such services. 

Income Tax Session—Control of Tax 
Carry-Overs: There are a number of 
tax carryovers which must be carefully 
controlled to avoid failure to utilize 
them. Illustrative of such carryovers 
are the following: operating loss, capi- 
tal loss, contributions, dividend paid 
deduction, and pension trust contribu- 
tion. 


The following procedures were rec- 
ommended: 

1. Review of the prior year’s return. 

2. Maintenance of a permanent tax 
file in which all carryovers are listed. 

3. Listing of carryover items on top 
of a tax return or by attachment. The 
tax return reviewer should determine 
not only that carryovers have been 
utilized but also that new ones have 
been recorded. 
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Control of Tax Categories by Clients 


An advanced type of tax contro, and 
one that requires manpower and time 
that is not readily available for other 
than fairly large offices, is the tax cate- 
gory control. Tax categories are any 
individual items of income or deduc- 
tions which, because of their unusual 
nature, are worthy of control. To illus- 
trate, “sum-of-the-digits depreciation” is 
an item that might warrant a control. On 
one page of a loose-leaf book, headed 
up “Sum-of-the Digits Depreciation” 
would be listed the names of all clients 
utilizing that type of depreciation and 
the first year involved. Thus, should 
there be any change in the law or regu- 
lations affecting that item, it would be 
possible to determine very readily the 
names of the clients thereby concerned. 
When Sections 452 and 462 of the 1954 
Code were retroactively repealed, the 
existence of such controls would have 
been a great convenience in determin- 
ing the clients that were involved for 
whom amended returns had to be filed. 
Where refund claims become possible 
because of a court decision, or a change 
in the law, or a Treasury ruling, the 
determination of the affected clients 
would be facilitated if there existed a 
tax category control for the item giving 
rise to the refund claim. 


Local Practitioners’ Problems 


Practitioners’ Emergency Relief Plans: 

At the Institute office (270 Madison 
Avenue, New York 16, N. Y.) there 
are available copies of four different 
plans for handling or salvaging the 
practices of incapacitated or deceased 
practitioners by fellow accountants in 
their communities. Since the plans 
function best on a local community 
basis, accountants in each city or other 
local area should set up their own com- 
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Office and Staff Management 


mittees and methods of action. The 
plans available from the Institute will 
provide most helpful guides to local 
groups on how they can organize and 
function. 

Control of Engagements in Process 

The control of accounting engage. 
ments in process is one of the clusive 
aspects of administration. 
ticklers to assign engagements, but 
what records are utilized to determine 
that an audit has been completed at 
about the set date, that financial state. 
ments have been completed and brought 
to the office in a reasonable time, and 
that there have been no serious delays 
in review or in the typing and proof. 
reading departments? In short, what 
controls exist for getting the financial 
statements to the client at the projected 
date? 

It is no problem to create control rec. 
ords that will chart the course of an 
audit from initiation to the submission 
of the statements to a client. Such con- 
trol records, however, require consid- 
erable coordination, cooperation, and 
clerical work, and should not be under- 
taken in any comprehensive form unless 
the mechanics and personnel require- 
ments are carefully surveyed. 

One may adopt a common industrial 
technique, namely, the preparation of a 
multiple form on which the projected 
mailing date of the financial statements 
would be stated. A copy of the form 
would go to the accountant in charge, 
the reviewer, tax department, typing de- 
partment, to the mailing clerk, and to 
other appropriate office personnel. Each 
person would thereby be on notice as 
to what to anticipate and each one 
would be concerned about the timely 
receipt of the papers. A delay at any 
point in the chain of procedures would 
naturally be investigated by the person 
concerned. Each person concerned 
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would have to set his own deadline for 
receiving the papers, to ensure final 
compliance. 

Another procedure is the centralized 
approach. A chart may be maintained 
of all audit engagements in process 
with control stages represented by col- 
umns. Thus, alongside of the client’s 
name column, there would be columns 
for date audit completed, date papers 
sent to review, date papers sent to tax 
department, date papers sent to typing 
department, date papers sent to as- 
sembly and mailing department, and 
any other control points the practitioner 
desires. It would be helpful to provide 
place for several target dates to facili- 
tate the daily survey of the status of 
the engagements in process. For ex- 
ample, one could note the expected 
audit completion date, a most crucial 
date; in addition, one might record 
the dates for the expected completion 
of the accounting review, the tax re- 
view, and the completion of the typing. 
In short, some form of timetable may 
be established and the compliance ob- 
served and recorded. 

Such a centralized method could op- 
erate effectively only if the flow of the 


Office and Staff Management 


Lan 


papers is channelled through one per- 
son who would be responsible for 
checking compliance. That person, upon 
receiving papers from, say, the account- 
ing reviewer would note, in a column 
next to that labelled “Date sent to ac- 
counting reviewer” the date received 
and he would then record the date on 
which the papers were passed to the 
next person in the processing chain. 
If any unreasonable delay develops 
anywhere on the line, an investigation 
would be made and, if necessary the 
matter would be brought to the atten- 
tion of the supervising partner or other 
supervisory personnel. 

The two methods here described are 
quite comprehensive and may not have 
a ready appeal to the practitioners who 
will be awed by the amount of control 
processing involved. The chart control 
can be made less onerous by reducing 
the number of control stages, for ex- 
ample, to the following: (1) audit 
completion date (2) review completion 
date and (3) typing completion date. 

There undoubtedly are various forms 
of control procedures in use. Deserip- 
tions of other methods in use are solici- 
ted and will be publicized. 





Payroll Tax Notes 


Conducted by SAMUEL S. REss 


and Withholding Tax Effects. . 





Dr. Emanuel Saxe and the “Payroll Tax 

Notes” Department 

Whatever bits of information about 
payroll taxes and ways and means of 
handling some of its knotty problems, 
that may have been gleaned from these 
columns during the past ten years by 
members of the profession, became 
available because of the intuitive under- 
standing and foresight of Dr. Emanuel 
Saxe, our beloved managing editor who 
retired from his post last month so 
that he could devote more of his fruit- 
ful time and energy to the high post 
of Dean of the Bernard M. Baruch 
School of Business and Public Admin- 
istration of the City College of New 
York. It was “Mannie” Saxe who fore- 
saw the impact on the field of pay- 
roll accounting and labor-management 
relations of the comparatively new field 
of payroll taxes imposed on employers 





SAMUEL S. Ress, an Associate 
Member of our Society since 1936, is 
a member of the New York and Mas- 
sachusetts Bar. He has specialized 
in the payroll tax field since the in- 
ception of this type of legislation in 
1936. He is engaged in public prac- 
tice in New York City as a consultant 
on payroll tax problems. 

Dr. Ress is a member of the So- 
ciety’s Committee on New York State 
Taxation and Chairman of the Sub- 
Committee on Unemployment Insur- 
ance. 
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Dr. Emanuel Saxe and the “Payroll Tax Notes” Department .. . 
Cost of Fringe Benefits Averages $819 a Year for Each Worker... 
Computation of Back Pay Under N.L.R.B. Awards—Social Security 
. Occupational Wage Survey... 
Unemployment Insurance—Employer Joint Liability. 


and employees. Then came the ney 
concept of “self employment” income 
of individuals and partners, along with 
the various fringe payroll “overhead” 
costs which have risen from a one per- 
cent, to a 20 percent rate during the 
past twenty years. They are scheduled 
to go even higher in the future. At 
the beginning of these developments, 
Dr. Saxe called upon the writer to con. 
tribute some articles on the subject, 
We wound up with a regular monthly 
column which, under his guidance, has 
become a regular department of The 
New York Certified Public Accountant. 
We acknowledge our thanks to Dr. 
Saxe, and we hope and pray that we 
will have the privilege of his friendship 
and guidance for many years to come. 


Cost of Fringe Benefits Averages $819 
a Year for Each Worker 


The United States Chamber of Com- 
merce has published a survey entitled 
—“Fringe Benefits—for the year 1955”. 
One thousand firms were included in 
the study which found the fringe bene: 
fit cost to be 20.3 percent of payroll 
with 39.2 cents as the cost per payroll 
hour. It was found that in this area 
of payroll cost differential between 
North and South, the fringe costs were 
substantially higher in the North. A 
copy of this booklet may be obtained 
by writing to the Chamber of Com 
merce — Economic Research Depatt- 
ment, Washington, D.C. 
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Payroll Tax Notes 


Computation of Back Pay under N.L.R.B. 
Awards—Social Security and With- 
holding Tax Effects 


Awards of back pay to make up for 
losses of income caused by unfair labor 
practices are most drastic. Back pay is 
awarded or withheld by the Board in 
its discretion. Back pay may be award- 
ed even where the employer is not 
required by the Board to reinstate the 
employee. Where there has been an 
unfair labor practice involving a whole 
class of employees, the Board may and 
has ordered back-pay not only for the 
employees named in the charge but also 
for all similarly situated employees. 

Employers must make social security 
deductions and withhold the income tax 
imposed under the Internal Revenue 
Code. However if a union is ordered 
to make the “back-pay” payment for 
an unfair labor practice, the “back-pay” 
is not subject to the social security or 
federal withholding tax. Formerly, the 
“back-pay” was computed on a lump- 
sum basis. The award was the amount 
the employee would have earned during 
the entire period of discrimination 
minus his net earnings during that 
entire period. Under this system an 
employee who earned higher wages in 
other jobs than he did on the job from 
which he was wrongfully discharged, 
might not be entitled to any back pay 
at all. 

Now, the Board computes back pay 
on a quarterly basis. Earnings in one 
quarter of the calendar year are not 
offset against back pay owing for 
another quarter of the year. Another 
treason for the change in method of 
computing the “back-pay” on the basis 
of calendar quarters, is to protect the 


Social Security status of the employee / 


which requires that he earn at least 
$50 in a calendar quarter in order to 
get credit for employment in _ that 
quarter, even though the social security 
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tax must be paid on wage amounts of 
less than $50 earned in a calendai 
quarter generally. 


Occupational Wage Survey 


The U.S. Department of Labor has 
just published a report of its occupa- 
tional wage survey in the New York, 
N.Y. area as of April 1956. Copies 
are on sale by the Superintendent of 
Documents, U.S. Government Printing 
Office, Washington 25, D. C. The study 
indexes standard weekly salaries fox 
office clerical and selected plant occu- 
pational groups. A report is made on 
occupational earnings, establishment 
practices and supplementary wage pro- 
visions, minimum entrance rates of 
pay, scheduled hours, shift differentials, 
paid holidays and vacations, health, life, 
and pension insurance. 

Significant wage information is tabu- 
lated for the following occupational 
groups in office employment: 


Billers on billing machines: $62.50 
a week for 36 hours; bookkeeping- 
machine operators: $66 for 37 hours; 
comptometer operators: $63.50 for 
3614 hours; file clerks: $49 to $63.50 
for 3614 hours; order clerks: $60 for 
37 hours; payroll clerks: $68 for 3614 
hours; stenographers: $63 for a 36 hour 
week; key-punch operators: $57.50 for 
a 3614, hour week; secretaries: $78.50 
for a 36 hour week; typists, class A: 
$61.50 for a 36 hour week, and for 
class B: $53.50 for a 3614 hour week. 

Other payroll information of particu- 
lar interest to accountants for use in 
advising clients is contained in this 
informative report. 


Unemployment Insurance — Employer 
Joint Liability 
A recent decision of the Appellate 
Division in the Third Department, af- 
firmed the Appeal Board decision in the 
“Matter. of the application for benefits 
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of Elsie B. Peltz” whose employer was 
a co-partnership which did not consider 
itself liable for the unemployment in- 
surance tax. In case number 49,292-55, 
the Appeal Board awarded benefits to 
Elsie Peltz and held her employer liable 
for the tax. The employer, a co-part- 
nership not formerly liable for con- 
tributions, acquired the capital stock 
of a liable corporate employer on or 
about January 5, 1954 in order to 
increase the possibility of getting addi- 
tional orders and with the further pur- 
pose of not disclosing the relationship 
between the corporation and the co- 
partnership. At that time the claimant 
had been employed by the co-partner- 
ship for over a year. Even though the 
claimant did work for both the cor- 
poration and the partnership, she re- 
mained on the payroll of the partner- 
ship. Other employees who had worked 
prior to the acquisition, for one or 
the other of the entities, thereafter 
worked for both but were paid by one 
employer. Separate books of account 
were kept by each concern. Both 
entities occupied the same premises. 
Orders obtained by each were filled 
from the partnership inventory. The 
Appeal Board ruled that the partnership 
was the liable employer, and the Ap- 
pellate Division affirmed that decision. 

The court ruled that the Appeal 
Board’s decision was supported by sub- 


stantial evidence and that the prineip 
laid down in Capitol District Trap; 
portation Company, Inc., (21,233.49 
applied in the instant case. Employee 
performing services for two corpo 
tions were held to be joint employee 
of both. The court pointed out tha 
even though it had ruled that the Indus 
trial Commissioner could not allocatg 
the salary of any employee paid by ong 
employer against the payrolls of: 
number of joint employers, a single em 
ploying unit existed. For purposes oj 
collection of unemployment insuranef 
tax on wages in excess of $3,000 
ceived by the employee during 
year, the court stated that a single em 
ploying unit existed in those cases, with 
the tax properly chargeable against oné 
of the employers in the employing 
unit. The court stated further that thi 
was not inconsistent with a_ holdin 
that an employee, who renders service 
to two or more employers constituting 
a single business unit, may be eon 
sidered the employee of either or be 
for the purpose of determining cover 
age. The commissioner is free to all 
cate the tax payable to more than on 
employer, but not on wages in excess 0 
$3,000 paid to the employee of the em 
ploying unit. 
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